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INTRODUCTION. 



-•o»- 



The question of establishing international rules to regulate 
the rights and liabilities of the holders of negotiable securities, 
nominative or to bearer (not to include bank-notes, bills of ex- 
change and promissory notes) has of late received an additional 
impulse by the action taken by continental bankers and the 
chambers of commerce of Frankfort-on-the-Main, Berlin, Vienna, 
Amsterdam, Hamburg and Bremen. At the Frankfort Con- 
ference of the Association for the Reform and Codification of 
the Law of Nations, the President of the chamber of commerce 
of that city, Herr de Neufville, brought forward the following 
propositions : — 

"That great prejudice has accrued to the commercial 
interest of this city from the material differences in the 
laws of different countries with regard to papers to bearer : 
we mention only : 

" I St. The issuing of instruments to bearer, their conversion into 
instruments nominative, and their reconversion. 

" 2nd. Hypothecations (mortgages to bearer). 

" 3rd. The pledging (mortgaging or charging) of large subjects of 
property, such as railways, &c., not to a particular 
creditor, but to a general body, showing title by the 
holding of certificates ; 

** 4th. The impounding {seizure, attachment) of securities and the 
difficulties thence arising to band fide owners, 

" 5th. The barring of rights of coupon holders through lapse 
of time. 

a 2 
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" 6th. Pajrment of expired coupons duly allotted. 

'* 7th. The annulment (amortisation) of lost papers to bearer." 

To consider these propositions and gather information an 
international committee was appointed, with power to add to its 
number. This committee has since established sub-committees in 
the various capitals of the European states, and in those of the 
United States and other transoceanic countries. 

The importance of the question of negotiable securities is quite 
exceptional. According to Dr. Karl de Scherzer * the quoted 
values of these securities exceeds ;£'6,8oo,ooo,ooo, and year by 
year the investing public augment this enormous sum by several 
hundred of miUions of pounds sterling. Any change of the law, 
any proposal for altering the present state of things, hence 
necessarily involves points of paramount interest to the investing 
public; and yet important as it has become to consider the 
feasibility of creating common rules, based on applicable principles 
of law internationally for regulating the rights and liabilities 
under these securities, no attempt has heretofore been made in 
that direction. 

To understand this tardiness in grasping with a question of such 
paramount importance to the civilized world (for the savings of 
the northern and Latin peoples are principally, save investments in 
land, represented by these securities), it is necessary to study the 
history of the origin and development and final state of the law 
regarding them, to the present day. 

The Civil Law of ancient Rome does not touch upon the 
question of bonds and shares. These instruments were unknown 
in ancient Rome; the congiaria and missilia were but crude 
means by delivery of tickets for distributing provisions to 
the poor ; and Dr. Gneist repudiates the notion of their ancient 
origin. Nor, indeed, until the twelfth century can we trace the 
emplojrment of bonds to bearer ; the first authentic record of their 
issue is that made by the Camera del impresHH of Venice (a.d. 
II 71); which office put forward promises emitted by the state, to 

♦ Dr. Karl de Scherzer, Austrian consul-general, Leipzig, 1876. 
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pay a stated sum to bearer, redeemable at a given period and 
carrying interest.* The example thus set by the Italian Republic 
was followed by the Dutch and Flemish States. In the year 
1275, Marguerite, Countess of Flanders, caused treasury bonds to 
bearer to be issued. Gradually, following the example of Italy and 
Flanders, other States adopted their use. The town of Marseilles 
in the fourteenth century employed this form of document, and by 
degrees the public accepted (encouraged by the example of the 
clergy) the custom of furnishing money to their Governments in 
exchange for instruments to bearer acknowledging the indebted- 
ness of the state. In the year a.d. 1407, the historically known 
Banca di St. Georgio was created at Genoa. This company issued 
share certificates to bearer ; from that date both in Italy and France 
their employment may be traced in all the great undertakings 
of those countries during the fifteenth, sixteenth, and seventeenth 
centuries. With varpng favour the French legislature has from 
time to time regarded these instruments ; the Ordonnance of a.d. 
1669, prohibiting that of a.d. 1673 permitting their employment. 
As might be expected after the collapse of the financier Law, 
A.D. 17 16, a rigorous ordonnance forbade their use, and not until the 
days of the French Revolution, 25 Thermidor, an. iii (a.d. 1792), 
was the prohibitive law of 17 14 repealed. The abhorrence caused 
by the excessive speculation in the early days of King George I., 
moved Parliament to pass the famous Bubble Act, the 3 George I., 
c 18, only repealed in the year 1825 (the 4 & 5 William IV. c. 94). 
This prohibitive enactment repressed joint stock enterprise in 
England for upwards of a century ; indeed, it may be safely said, 
that in England, possessed of the largest trade of all the 
European countries and the greatest amount of disposable capital, 
both the use of negotiable instruments (except bills and notes,) 
and the employment of joint stock capital in a common adventure, 
are but of very recent date. With tardy reluctance has our 
legislature relieved the co-adventurer (shareholder), from un- 
limited liability, and permitted dealings in these securities. Not 
until the year 1855 was a general statute passed (18 & 19 

* Marimes, Sametens, Vit. due. Venetiani. 
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Vict c. 173), permitting companies to be created with limited 
liability; the limited liability Acts of 1862, 1867, being the first 
comprehensive measure, giving encouragement to joint stock 
enterprise, apart from that conceded by special Acts of Parliament, 
such as were granted to railway companies, or under special 
charters from the Crown. Whilst in England and France the 
public were passing through alternating states of frenzied specula- 
tion, or of unreasoning alarm and depression, in Holland and 
Flanders the habit of establishing Joint Stock companies was 
steadily progressing, and the great East Indian Companies of that 
coimtry date from that period In Germany, Frederic the Great, 
to meet the demands of his exhausted exchequer (Ordinance, 
29 August, 1769), caused instruments to bearer to be issued, 
secured on mortgages on land ; but Joint Stock companies were 
hardly known to the slow-to-be-moved German before the close of the 
eighteenth century, nor in fact until the close of the Napoleonic 
wars did the people of the Northern European States give their 
attention to this form of raising a joint fund to carry out common 
undertakings. Since that date, however, the jurists of the North 
have devoted their minds to the unravelling of the difficult 
questions involved in the creation and use of bonds, shares and 
instruments to bearer, and the legal principles upon which the 
rights arising out of these securities are founded. 

The persistency of opposition on the part of the legislature of 
different countries, supported by jurists and Courts of law, has 
resulted in the creation of legal systems, not based upon 
common juridical principles, but resulting out of a compromise 
between the urgency of the requirements of modem commerce, and 
the unreasoning conservatism of the adherents of that which 
already existed. This struggle between the obsolete and the past 
and the incoming new is now manifested by singularly conflict- 
ing . and varying, and in many respects complicated systems (in 
many of their essential principles) which have been adopted in 
different European States. 

The principal questions which arise in regard to dealing with 
these conflicts of law and practice, are Firstly : as regards bonds 
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and debentures, their negotiability, and the charges or mortgages 
(hypothecs) created to secure the principal sum and interest on 
such ; and secondly, respecting shares in joint stock companies. 

As regards bonds, obligations issued by a Government, they are 
usually deemed a charge on the general revenues of the country 
borrowing money on these securities; in exceptional instances 
the customs revenues, or other sources of State revenue, are 
specially mortgaged; and though in diplomatic circles such 
engagements may be deemed binding, the creditor has himself no 
redress in case of default save through the intervention of his 
government But when we come to deal with loans created by 
private companies, more especially railway and canal companies, 
it becomes a matter of importance, first to consider the legal 
character of a bond or debenture (obligation), and secondly, the 
validity of a charge or mortgage to secure its pajrment And 
first as to the issue of obligations (bonds). In France, Russia, 
the German States, Austria, &c., the sanction of the Government 
is needed, in England the Legislature grants this permission in 
the special act of parliament creating a railway, canal or other 
public compiany; whilst in the Netherlands and Belgium no 
restriction is imposed. In the United States the law is in a 
great state of uncertainty, according to Judge Redfield ;* in some 
of the States a registry of mortgages is kept by the borrowing 
company, but as a rule no registry having the authority of a 
Government office is kept On referring to Chapter il s. 2, in 
the text, reference will be found to the laws of different States, 
and from the perusal of these the reader will be able readily to 
satisfy himself that one common system ought to be adopted. It 
is hence suggested, " That one common system of registration of 
all issues of bonds or debentures (obligations) ought to be observed, 
the registration to be invariable at a Government office es- 
tablished for that purpose, at the place where the company has 
its seat or legal domicil, and that the issue of bonds, save after 
registration, be deemed illegal, and the parties issumg them 
answerable as wrongdoers and penally liable. If this rule were 

♦ Redfield, L. of Railways, v. ii. sect 2. 
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carried out the public would be able to ascertain the necessary 
particulars of each issue, and the particulars of the legisla- 
tive Act authorizing the issue. Secondly^ as to mortgages or 
hypothecs to secure a bond or debenture holder. In many 
States, such as Germany * preference bonds, Frioritdts-obligaHons^ 
by no means charge a railroad, its lands and superstructure with 
the loan raised on these instruments; in point of fact they 
resemble greatly the debenture stock of an English railway; 
whilst in Fiance the tolls only are chargeable, the same as in 
England. In the United States of America the practice is to 
convey the railroad to trustees who have usually power to sell in 
case of default, but here the difficulty of the cession of the 
charter has caused great complexity and imperilled the soundness 
of the mortgage^ By a recent Austrian Law,t an office of regis- 
tration of mortgages is established, the borrowing railway being 
empowered to mortgage the whole or any section of the line to 
secure a given series of bonds or obligations (usually issued to 
bearer); and the draft law now before the German Reichstag 
contemplates following the Austrian and Swiss law in this 
respect. 

Paying regard to the vast capital represented in railway bonds, 
it is a matter of importance that the rule of law regulating the 
creation and extent of a mortgage charge should be clearly 
defined and uniform in all countries. Thus, in the Netherlands 
and in Belgium the difficulty of mortgaging realty, which includes 
bonds of a railway to an unknown creditor, to the holder of a 
bond to bearer or otherwise negotiable has proved unsurmount- 
able; again, in Russia a charge on a railroad is only so far 
recognised as the rights of creditors do not collide with imperial 
interests. 

In view of the financial importance attaching to charges and 
mortgages on the real estate of companies, more especially rail- 
way companies, it is recommended that a common international 
rule should be established, and that a railway and other public 

* Chapter ii, ss. i & 2. 

t Law of 24th of April, 1874. 
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undertaking be chargeable, mortgageable to a given series of 
bonds by registration at a public loffice of the country where the 
realty is situated. 

Third: As regards the negotiability of bonds, debentures, 
(obligations). On reference to chapter ii. s. 5, it will be found 
that the laws of different States as to the mode and effect of 
transfer vary greatiy. Thus in some countries * the issue of these 
instruments is restricted, needing Governmental sanction, but once 
authorized they pass by delivery and are negotiable ; whilst in 
other countries they are not negotiable, and even when regarded 
as a promissory note (English law), the question of stamp may 
be raised and difficulties created. 

It is hence proposed fourthly : That a bond or debenture 
(obligation) shall be absolutely negotiable, pass either by 
delivery (Hires au porteur)^ by indorsement in blank or to order, 
and that no equities be allowed to attach in the hands of a 
bond fide holder for value. 

In those countries f where the negotiability is fettered, either by 
equities attaching, or because the law regards the piece of paper 
as personal property, the instrument has to be sold on the stock 
exchange or by a broker or banker. This rule has resulted in 
considerable uncertainty, and the serious question has arisen as to 
the position of subsequent parties. Thus in Belgium the owner 
from whom a bond or instrument to bearer has been stolen, may 
at any time wheresoever found, follow his property ; in Holland 
the owner of a lost or stolen instrument to bearer has three years 
allowed within which to recover his property ; the recent law of 
France (June 1872) requires payment of the price paid, unless sale 
has been made on the Bourse or by a banker. Unimpaired negoti- 
abihty is of the very essence of negotiable instruments, and any 
fetters imposed on this, their leading characteristic, imperils their 
commercial value. 

The second question is that of Shares or stock certificates in 
public companies. 

* III Germany, Austria, Russia, 
t Chapter ii., sect. 9. 
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In regard to these instruments the utmost diversity of law 
prevails: First, as to the consideration, whether the nominal 
sum expressed on the face of the share has been paid in money, 
or other consideration ; and secondly, whether the total nominal 
value has to be satisfied before a certificate to bearer can be issued* 

In England (Act 1867) the consideration must be in money, 
unless a contract expressing some other consideration be registered ; 
the same rule substantially upholds in several other countries. 

The total amount which has to be paid in order to warrant the 
issue of a share certificate to bearer varies from 40 per cent to the 
full amount of the nominal value of a share. In regard to both 
these questions there ought to be but one rule — and perhaps the 
suggestion that half the nominal value being paid up shall entitle 
a company to issue certificates to bearer, share warrants, might be 
adopted. The requirement of the registration of an agreement, 
where the value given is not in cash, ought to this extent to be 
varied, that an innocent hon& fide transferee shall be entitled to 
set up the certificate as evidence of payment ; the officers of the 
company permitting issue of a share either to bearer or nominative 
to be held liable as against their company in case of any neglect 
in observance of the law. 

A wholesome remedy to safeguard against risks which are 
not intended to be incurred, it is thought, would be to render it 
compulsory to state on a share certificate the liability incurred by 
an incoming shareholder. 

As regards the question oi priorities between different series or 
classes of shares, the laws and the practice of different countries vary 
greatly. The right of issue of preference shares in some countries 
depends on the sanction of the Govemment,t in others on the 
wording of the statutes, deed, or act of incorporation. It is 
suggested that one common rule ought to prevail, and that all 
preference shares as well as debentures should be registered at a 
government office of the place where issued, and take priority 
according to the date of registration. 

♦ Chapter i,, sect. 7 ; chapter ii., sect. 8. 

t Chapter i., sect. 12, and chapter ii., sect. 12. 
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In regard to the time of prescription, or limitation of action on 
a bond, or of a coupon, it is recommended that one uniform 
period ought to be adopted. These periods now vary from 
three to thirty years, as regards obligations or bonds, and one 
year to ten years as regards coupons. Two points present 
themselves in dealing with this question: first, the date from 
which the time of prescription is to run ; and secondly, to what 
extent proceedings for the recovery, or the amortisation, (that is, the 
annulment), of a lost, destroyed or stolen instrument to bearer, 
shall interrupt or suspend the period of prescription. A recom- 
mendation is made to establish one uniform period for bonds, and 
a uniform lesser period for coupons. As regards the principal sum 
twenty years, as regards coupons, three years might be adopted. In 
respect to coupons it is well known that in all the European states 
(England excepted) they are deemed promissory notes to bearer, 
whilst by our law, although, as a rule, they are made payable to 
bearer, they partake only of the nature of an I.O.U., an acknow- 
ledgment of a debt, and consequently equities attach** 
It is suggested that the continental rule should prevail 
On the continent of Europe a system prevails of annulling a 
lost, stolen, or destroyed instrument to bearer by the decree of a 
Court having of course jurisdiction. These proceedings are 
known by the name of AmortisaHan suits; they resemble to a 
certain extent those permitted by our law in the case of the loss of 
a bill of Exchange ; save that at a given period after the amorti- 
sation decree, which varies in different countries, the security pro- 
vided is released and reverts to the person lodging it In England 
the rule of amortising a security is unknown ; exceptionally only 
does the deed of incorporation provide for the case of a lost 
certificate of a share or bond to bearer. In the case of Exchequer 
bonds, a iond fide holder, without notice, holds his property 
against all the world. Even the loss by thefl of a foreign bond or 
other instrument to bearer exposes the owner to the total for- 
feiture of his property, and leaves him remediless as against an 
innocent holder. 

* The exception perhaps being in the case of share warrants having coupons 
attached Chap, i., sect. 4, chap. ii«, sect 6. 
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The system of amortising an instrument to bearer has proved 
far from satisfactory on the continent ;* the proceedings necessary 
must be taken at the place of issue, and this may be, such as 
would be the case in South America, at a great distance from the 
place where the sale is ultimately made ; the decree annulling the 
lost or stolen instrument would hardly become known at all the 
stock exchanges, and the public might be hence exposed to 

ft 

losses. It has been therefore suggested that proceedings in 
amortisation shall only be permitted where the physical 
destruction of an Instrument to Bearer has been proved, and not 
where loss has happened by theft or otherwise. 

The desirability of permitting the issue of a duplicate to replace a 
destroyed instrument to bearer is manifest In the absence of such 
a right the greatest hardship might be inflicted, and it is suggested 
that to this extent the law of England ought to be amended. 

As regards coupons, interest, and dividend warrants, it would 
prove very inconvenient, paying regard to the fact that they pass 
in continental states like money, to fetter their circulation, though 
possibly if the period^of prescription were shortened, a right to 
the owner to recover might be granted, on proof [of loss, after 
the period of limitation had run off. 

A system prevails on the continent of rendering bonds and 
shares unnegotiable, by marking them as such, be they to bearer, 
or to order ; the holder having a right, on paying a small fee to 
the registration office where the company has its seat, to have them 
reconverted into negotiable instruments. Serious questions have 
arisen as to the effect of a marking an instrument with the word, 
unnegotiable^ as to whether the marking with this word or its 
equivalent expression, if made in a foreign country, is valid or not ; 
and further, whether, supposing that this rule is not recognised in 
the country or place of issue, the holder may neverthefess exercise 
his right of rendering the security non-transferable ; because by the 
law of the place where the act is done, it is legally recognised. 

No suggestion is offered on this point, but as to the practice of 
rendering an otherwise negotiable securityunnegotiable, the question 

* See chap, ii., sects. lo and 1 1. 



INTRODUCTION. XIU 

of establishing common international rules regulating the form 
and determining effect has become a matter for grave con- 
sideration. 

It would lead us far beyond the limits of the purport of this 
brief treatise to touch upon the important questions of the Lex loci 
contractus^ and that of performance, a matter which may any day 
arise where payment is made, as is commonly the case in foreign 
loans, in different capitals of Europe at the option of the holder \ 
or the effect of the law of the place where a security which is to 
order (as is the case with shares or bonds to order) has been 
indorsed in a country requiring a special form of indorsement 
{Code de Commerce) \ or the rule as to what constitutes posses- 
sion, what delivery. Enough, it is hoped, has been said to war- 
rant the assumption that the time has come for creating common 
international rules, or common practice, regarding negotiable 
instruments, negotiable securities. 

The text, it is hoped, will furnish explanations in regard to 
these securities, and perhaps enable the practitioner, law student, 
and business man to ascertain for himself the law respecting which 
he may desire to have information. 
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CHAPTER I. 

THE ENGLISH LAW REGARDING BONDS, DEBEN- 
TURES, SHARES, SCRIP, AND COUPONS. 

Section I. — Different Classes of Bonds and Debentures. 

By far the largest portion of negotiable securities, under which 
denomination it is intended to include all instruments which pass 
either by deed, or delivery (save bank notes, bills of exchange, 
and promissory notes), consists of bonds and debentures ; it may 
hence be expedient to treat of these in the first instance. 

A bond is an acknowledgment of a debt under seal, by which 
the grantor agrees to pay to the grantee or obligee a given sum ot 
money with interest. An obligation, on the contrary, contains a 
condition on the happening of which the principal sum becomes 
payable (usually the double amount), though only the principal 
sum is recoverable.* 

The instrument itself need not be in any special form, so long 
as the intention to pay be expressed, and the amount be ascer- 
tainable. Where a bond or debenture is made payable to the 
order of a holder, or even to bearer,t it is deemed to be a 
negotiable instrument under seal. Where, however, the transfer 

♦ 4 & 5 Anne, c. i6, ss. 12 & 13, and the 8 & 9 Will. 3, c. 2, s. 8. 
t 8 & 9 Vict c. 16, s. 38, and 34 Vict. c. 4, s, 5 ; Hodges on Railways, 
5th ed. p. 118. 

B 
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has to be made by deed, no other mode will pass the property ; 
the same rule applies to the interest on the principal sum. 
Included in this class of securities are the well-known Lloyd's 
BondSy first suggested by Mr. Horatio Lloyd, the eminent counsel 
whose name they bear. These instruments are acknowledgments 
of a debt contracted by a railway company, or other undertaking, 
for the purpose of raising funds to complete the works in the 
course of construction. As the Acts of Parliament which deal 
with railway securities were silent on the point of issue of specialty 
debt acknowledgments, the convenience of employing this form of 
bonds soon gave to them a general and wide circulation.* 

These bonds are usually to the order of the original obligee, 
the holder being allowed to sue the debtor company in his own 
name. Where the bond has been issued bon& fide for work done 
or material supplied, no defence can be set up, the holder being 
allowed to sue upon the covenant to pay.t 

The abusive over issue of these securities induced the Legis- 
lature to pass the Railway Companies Securities Act, 1866 (the 
29 & 30 Vict c, 108), rendering the keeping of a register of 
mortgages and charges compulsory, penalties attaching in case of 
neglect in doing so, and filing a copy of the register of securities 
issued, in the case of railway companies, at the Office of Registration 
of Charges and Mortgages. 

Debentures and Mortgage Debentures, — These instruments are 
declaratory ^in their form, the debtor or party issuing them 
declaring that the sum expressed on the instrument is owing to 
the holder, and covenanting to pay the money thus acknowledged 
to be owing, and interest, at a given period. Technically a 
debentiure is describable as a deed poll, J by which the grantor 
renders himself liable to satisfy the amount stated on the face 
of the instrument. The Companies Clauses Consolidation Act § 

♦ Selwyn on Railways, pp. 64, 65. 

t Hodges on Railways, p. 118; 7 & 8 Vict c. 85, s. 19, and 8 & 9 Vict. 
c. 16, s. 38. In the case oi Bagnalstown and Wexford Ry. Co,, I. R. 4 Eq. 505, 
the recent decisions are commented upon by LordO'Hagan up to the year 1879. 

X Lindley on Partnership, 2nd ed. p. 270. 

§ The 8 Vict, a 16, s. 47. 
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restricts the power of a railway company in the issue of these 
securities. 

The wording of a debenture may be varied to suit the views of 
the draftsman, the Act prescribing no special form. All that is 
needed is that a promise to pay a certain sum shall appear on the 
deed, at a given date, and interest (if any) ; and that where property 
is charged to secure the payment of the principal sum and interest, 
notice of such charge shall appear on the face of the instrument, 
similar to a bond or debenture. Where a debenture is made 
payable to order or bearer, it has been held to partake of the 
character of a promissory note.* 

In law a debenture is only a chose in action, assignable in 
equity, subject to set off and equitable defences t on the part of 
the grantor. Our Equity courts have gone to the length of granting 
an injunction restraining a holder from proceeding on a debenture 
on terms of the defendant company bringing into court the 
amount paid by the plaintiff for the debenture. :( 

Where debentures purport to charge landed estate, the law has 
imposed certain restrictions. In England the Mortgage Debenture 
Act of i86s,§ amended by that of 1870, contains provisions 
regulating the status of limited companies issuing these securities. 
Before the issue of land mortgage debentures is permitted, a 
capital of at least ;;^ioo,ooo must have been paid up, the property 
mortgaged has to be valued, and only to the extent of one-half its 
appraised value is it allowed to issue debentures. Severe penal- 
ties are inflicted on the directors and officers of a company who 
fail to follow the directions of the Act These mortgage deben- 
tures are transferable by deed only. In Ireland, by authority of 
the Landed Estates Court, mortgage debentures may be issued 
charging landed estate, the charge being duly registered at the 
registration office of the court. || 

♦ Lindley on Partnership, 3rd ed. p. 1322; Blakely Ordnance Company, 
But see the case of the Cridit Foncier of^England v. Crouch^ L. R. 8 Q. B. 374. 
t Athenaum Life Assurance Society v. Pooley, 28 L. J. Ch. 1 19. 
X Re Natal Investment Company, Athenceum Life Assurance Society, ibid. 
§ 28 & 29 Vict. c. 79, amended by the 33 & 34 Vict. c. 20. 
y 28 & 29 Vict. c. 78, and the 36 & 37 Vict, c 35. 
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There appears to be no restriction on a company not regis- 
tered as a mortgage debenture company issuing debentures, but 
the real estate in this case must be conveyed to trustees to hold 
in trust for the debenture holders, and notice of the conveyance 
appear on the face of the instruments. 

Ddfenture Stock. — ^These instruments are peculiar in their legal 
character, and resemble*to a c«rtain extent the Prioritats Obligation 
issued by German railway companies. The holder is entitled to 
a preferent fixed rate of interest, for which he may sue the 
railway company.* The interest thus agreed to be paid, ranks 
as a charge on the assets of the company next to mortgages. 
In case of default of payment of interest, a debenture stock 
holder may apply to the court for the appointment of a receiver.f 

Notwithstanding the ill-defined legal character of debenture 
stock, this class of investment has found favour with the public. 
Our Indian railways have to a certain extent raised their 
capital on these securities,:^ and the Indian Railways Debenture 
Stock Act clothes these instruments with all the privileges enjoyed 
by debenture stock of an English railway company, J also permitting 
trustees to invest in these securities. 

Treasury Bonds. — Exchequer BiUs.—A Treasury Bond or 
Exchequer Bill is in the form of a promissory note, the govern- 
ment undertaking to pay the holder or order, or the person 
in blank, the principal sum and interest at specified dates.§ They 
are assignable as an ordinary bill of exchange or promissory note, 
and a boni fide holder may sustain his title against all the world. || 

♦ The 26 & 27 Vict c. 118, and the 30 & 31 Vict. c. 127, ss. 22 & 24; 
Selwyn on Railways, vol. ii. pp. 206, 207. 

t Mr. Brice in his work on Ultra Vires has pointed out the anomalous 
position of a debenture stock holder (3rd ed. p. 373). 

X The 34 & 35 Vict. c. 27, grants power to trustees to invest trust funds in 
Indian debenture stock. 

§ The 29 & 30 Vict. c. 25, consolidates the various statutes which deal 
with these securities. 

n Wookey V. Pole^ 4 B, & Ad. p. i. 
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Section IL — On Shares and Stock. 

English Share Companies, — In England a great variety of com- 
panies and corporate bodies are ,by law entitled to issue shares 
or stock. These may be classed as; foUbws : — 

1. Privileged companies, that is, companies incorporated under 
special privileges granted by the Crown. Under this heading 
may be grouped, 

{a.) Chartered companies, created by a special grant from the 

Crown, restricted in their rights to the limits prescribed 

in the charter of incorporation. 
{b.) Companies formed under or by virtue of letters patent 

(7 Wm. 4 & I Vict.. c. 73). 
Companies constituted under these statutes are essentially 
partnerships, and though the statutes are silent as to the mode of 
transfer, the usual practice to transfer is by deed. 
{c) Banking companies (7 & 8 Vict c. 113). 
{d,) The older banking companies constituted under the 

7 Geo. 4 may be taken as the type of companies formed 

subsequent to that date. 

2. The next class is that of companies incorporated under some 
special Act of Parliament The Companies Clauses Consolida- 
tion Act of 1845 regulates, as a rule, all these companies. Our 
railways and companies established for the carrying out of great 
public works are included under this heading, as also companies 
incorporated under general Acts of Parliament These include 
the old banking companies created prior to May 1844, the regis- 
tered companies under the former Registration Act of 1844, as 
also those formed under the Joint Stock Companies Acts of 1862 
and 1867. 

All these companies have their capital divided into equal parts, 
called shares, or divided into stock. A memorandum certifying that 
a certain person is entitled to a share, or an amount of stock, is 
termed a share certificate, or certificate of stock. 

The liability of the holder of a share or of stock was at one 
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time unlimited, save in the case of companies such as railway 
companies. 

This rule continued until the year 1855, when the Act of 18 & 19 
Vict c. 133, was passed, which has been subsequently modified 
and enlarged by the 1862 and 1867 Acts.* These statutes limit 
the liability of a shareholder to the nominal amount of the share 
itsel£ The railway companies Acts, which are special Acts of 
Parliament, invariably contain a clause limiting the liability of the 
holder of a share or of stock to the amount stated on the instru- 
ment itsel£ 

Shares or stocks of corporate bodies and companies included 
under the above enumerated classes, may be grouped together 
under the following heads: — 

1. Shares issued by banks incorporated under a special charter 
or grant, termed also letters patent, and similar bodies, such as 
Life and Fire Insurance companies. The stock or shares in 
these companies are always in the name of the holder. The 
owning of a share or of stock imposes an unlimited liability upon 
the proprietor of such share or stock. 

2. The shares or stock issued by railway companies, or by 
companies registered under the Companies Acts 1862, are nomi- 
native, with limited liability. In all^these cases the transfer must 
be by deed, called a " transfer deed." 

3. The 1867 Act^ s. 27, permits the issue of share warrants to 
bearer, on payment of i^ per cent, duty on the nominal value of 
the share ; and further provided that the total nominal amount of 
the share which it is proposed to convert into a share warrant has 
been paid up. The payment must be either in cash, or if in other 
value, then the contract must be registered at the Office of the 
Registrars of Joint Stock Companies. 

Apart from corporate bodies and companies created under 
some special or general Act of Parliament, a large number of 
companies have been created to work mines, known as cost 

♦ 25 & 26 Vict. c. 89, and the 30 & 31 Vict. c. 131. The 8 Vict, c 16, 
s. 61, first introduced conversion of fully paid up shares into stock. Morrice 
V. AylmeTi L, R. 10 Ch. 149. No difference between shareholder and stock- 
holder is recognised in law. 
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book mining companies. The usual mistake is to suppose that the 
liability of a shareholder in these undertakings is limited ; this is 
not the case. The shareholders are partners, and liable to contribute 
severally to the full extent of the debts of the undertaking in the 
case of a winding-up : in other words, they are liable to creditors. 

Life and Fire Insurance Companies, — These companies range 
themselves under three heads. 

1. Joint stock companies, in which the capital is divided 
into shares. 

2. Joint stock companies with a proprietary capital, but in 
which the insured are permitted to share in profits. And 

3. Mutual assurance companies, in which the insured divide 
the profits amongst themselves. 

In these companies the transfer of stock or shares is by deed, 
and in nearly all of these companies the liability of a share or 
stockholder is unlimited;* the exception being where a life 
insurance has been registered under the 1862, 1867 Acts, or 
where the letters patent creating the company have specially 
limited the liability. The Limited Liability Act of 1855 did not 
include life insurance companies. 

Marine Insurance Societies or Companies are either created 
under some special charter of the Crown ; or they are constituted 
under the provisions of a partnership deed ; or they are registered 
under the Limited Liability J Act of 1862. Whether registered 
under the 1862 Act, or not, the transfers of shares must be by 
deed ; and in all companies save those formed under 1862 Act, 
the liability of shareholders is unlimited. § 

Industrial^ Provident and Benefit Building Societies, — In all 

* Life Insurance Companies Acts, 1856, 1858. Amended by the 33 & 34 
Vict c. 61. Further amended by the 34 & 35 Vict. c. 58, and the 35 & 36 
Vict. c. 41. 1 87 1 and 1872 Amendment Acts. Bunyon on Life Insurance 
Companies, p. 128. Life Assurance Law : Arthur Scratchley, 1874. 

t Formerly illegal, except the two companies mentioned in the 6 Geo. i, 
c. 18 (repealed 5 Geo. 4, c. 114). 

X Arnold on Marine Insurance, p. 148. 1877 ^d- 

§ The 7 & 8 Vict. c. no, repealed by the 1862 Act, rendering registration 
compulsory. 
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building societies the subscribed capital is represented by shares, 
nominative and transferable by a deed of transfer. The liability 
of shareholders under the 1836 Act* was unlimited. A building 
society may prescribe a form of transfer by its rules ; no stamp 
being required. 

Industrial and provident societies are governed by the Industrial 
and Provident Societies Act, 1876 (39 & 40 Vict c. 45) ; the 
liability is limited ; the nominal value of shares must not exceed 
;^2oo. These societies are required to employ the word " limited " 
after their name. The registration of these societies has to be made 
at the Office of Registrars of Friendly Societies-f These societies 
possess practically most of the characteristics of companies under 
the 1862 Act ; Mr. Scratchley, in view of the difficulty experienced 
in working building societies, has suggested that societies similar 
to the Credit Foncier (Paris), created during the reign of Napo- 
leon III., should be established in different parts of the country ; if 
this plan were adopted,. it is thought a large capital would be made 
available for building purposes. 

Guaranteed Shares — Preferent Shares. — Shares may be either 
ordinary, deferred, preferent, or guaranteed. Where guaranteed, 
this may be either by the State, such as is the case in East Indian 
railways, or by a third party, for instance, a railway company. A 
shareholder, save as regards the guaranteeing party, has no 
enforceable right against the company as a creditor, by reason .of 
his right of a priority to a dividend. Paying a fixed rate of 
interest is in fact wholly illegal. A company cannot, out of its own 
funds, guarantee a fixed dividend to any one shareholder, or to 
any particular class of shareholders. 

♦ 1836 Act, 6 & 7 Will. 4, c 32. Extends to Berwick-on-Tweed and 
Ireland. In building societies, whether terminable or permanent, the share 
must not exceed 150/. in amount ; and the subscription must not exceed on 
the whole i/. per month. A member may hold any number of shares. 
Morrison v. Glover^ 4 Ex. 430. 

t The Law of Friendly Societies. Tidd Pratt, 8th ed. 1873. The 1855 
A.ct, entitled An Act to Consolidate and Amend the Law relating to Friendly 
Societies ( 18 & 19 Vict c. 63). Amended by a series of enactments, principally 
the ActA of 1858 and 1867. 
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Section III. — Scrip Provisional Certificates. 

Scrip provisional certificates partake of an intermediary 
character; they are promises issued by a company agreeing to 
deliver to the holder a certain number of shares, and in the case 
of bonds, a certain number of bonds or debentures, whenever 
the time arrives, and the sums of money, or proportionate pay- 
ments on bonds have been made. The legal character of these 
instruments is very anomalous.* The holder is entitled in many 
cases, such as in constituting a railway company, to claim shares 
in a future company, or to an apportionment of debentures. 
Prior to allotment in the case of shares, at the most a holder of 
scrip is only entitled to an equity to have shares delivered to 
him,t but it by no-means follows that the subscriber, or the person 
to whom the original allotment has been made, is relieved firom 
liability for unpaid calls; this relief can only be secured by 
transfer on the register of shareholders. 

Commercially, scrip is held to be a transferable security. J It may 
be to order or to bearer, a purchaser stepping into all the rights of 
the former holder. A contract in writing for the sale of these 
securities requires a penny stamp. 

Where a company has been registered, transfer of scrip to 
bearer is not permissible. In fact, a scrip certificate and a share 
certificate are legally speaking the same; hence no scrip to 
bearer is allowed. This would be an invasion of the 1867 Act ; and 
in the case of a company formed under some special Act of 
Parliament, allowing scrip to bearer to be issued, would be an 
evasion of the Act imder which shareholders are liable for calls. 

• Hodges on Railways, p. 84, 

t Jackson V. Cockes, 4 Beav. 59 ; Re Little Hampton St. S. v. Omerod, 
L. J. 5 Eq. no. 

X Shelford on Railways, voL ii. p. Si ; Bagskaw v. Eastern U, R. Co, 
19 L. J. Ch. 410 ; Ex parte Collum^ re Asiatic Banking Company, L. R. 9 
£q. 236. In the United States scrip passes by delivery, but a mere certifi- 
cate of stock transferred in blank does not necessarily become negotiable. 
Redfield on the Law of Railways, vol. i. p. 6, vol. ii. p. 475. 
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t 

Section IV.— Coupons. — Dividend Warrants.-^Interest 

Warrants. 

Coupons, that is, dividend warrants, interest warrants, are 
usually affixed to the bond or share warrant : they are mere 
jtcknowledgments of a debt, and partake of the nature of an 
I.O.U. ;* they require no stamp, and are assignable, usually by 
delivery, following in this respect the parent deed. Once due and 
detached from a bond or share, they acquire a separate, indepen- 
dent existence, and may be sued upon as a debt The 27th section 
of the 1867 1 Act recognises share warrants to bearer with coupons 
affixed. Where a company seeks to set up equities, it has been 
generally held that they are estopped from denying the negotia- 
bility of the instrument, though this point is by no means a settled 
question. In the case of debenture stock, coupons or interest 
warrants are all but invariably attached.^ 

In America § and in nearly all the continental States coupons are 
deemed to be promissory notes, and pass by delivery to bearer, no 
equities attaching ; beyond doubt the law of England ought in this 
respect to follow that of the other States. 

Section V. — Rights and Liabilities of Holders of 

Debentures or Bonds. 

Debenture or Bondholders, — The Uability of a debenture or 
bondholder extends solely to his responsibility to pay up the 
instalments on a bond he has undertaken to purchase or has 
subscribed for, and fulfil his contract to furnish the loan amount 
agreed to be paid ; the universal practice being to issue scrip as 
the instalments are paid, and to exchange the scrip for a debenture 
or bond, || when the total sum has been satisfied. 

♦ Byles on Bills, p. 97. 

t 33 & 34 Vict. c. 97. 

% The 25th section of the Companies Clauses Act 1863, protects debenture 
holders, who in case of non-payment of interest may apply to have a receiver 
appointed. 

§ Kent's Comm. vol. iii. 89, No. 2. 

II To what extent a bondholder would be liable for any balance on the bond 
payable by him in the event of the insolvency or liquidation of a company is a 
question open to doubt. 
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The rights of a bondholder are to have the interest paid, for 
which he may sue the grantor of the bond in case of default in 
payment, and he is entitled to demand payment of the principal 
sum, in case of default of payment of interest In practice the 
greatest difficulty, however, is experienced in enforcing a claim 
arising out of a debenture or bond, where a creditor seeks to en- 
force his remedy agamst tiie property mortgaged to secure his debt 
If he proceeds against the grantor, he must do so for the benefit of 
all the other holders of the same class of security. He may, 
however, on the covenant to pay, sue and obtain a judgment and 
levy execution on the property of a company or corporate body or 
party which has issued the bond, unless the property is protected 
by law, such as is the case in railway companies, or companies 
created to carry out harbour works, canals, or other public under- 
takings. But where tolls are mortgaged to secure a bondholder, 
he cannot seize upon these, but he must file his bill, that is, proceed 
in the Chancery Division of the court, on behalf of himself and 
all other mortgagees, and apply for an order to appoint a receiver; 
in other words, he cannot on his own account, as severed from the 
other bondholders, proceed against the defaulting company.* 

Section* VI. — Rights and Liabilities of Share and Stock- 
holders IN Joint Stock Companies. 

The rights and liabilities of share and stockholders in England 
are regulated by the older statutes empowering the Crown to 
grant charters or letters patent; by the Companies Clauses 
Consohdation Acts, principally applicable to railway companies 
and companies established for carrying out great public works; 
by the Limited Companies Acts of 1862 and 1867, or by special 
Acts of Parliament incorporating a company. 

♦ In the case of Gardner v. London^ Chatham dr* Dover Railway Co,^ 36 
L. J., Ch. 223, Lord Cairns laid down the rule of law as regards debenture 
holders in a railway claiming to be entitled to a mortgage on the bonds of a 
railway company. Here the court below had appointed a receiver and 
manager, as the debentures purported to assign the general undertaking of the 
company as defined by the Act. But the Lords Justices reversed the order of 
the court below, holding that no such right existed. 
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A share or stockholder is entitled to the dividend declared avail- 
able out of profits, and may bring an action for the amount of 
declared dividend on the share or stock he owns. Unless the Act 
of Parliament, charter, deed of settlement, or the articles of asso- 
ciation entitle a company to forfeit dividends, any rule or bye- 
law to the contrary is illegal which purports to give power to the 
board of directors or the company in meeting to do this.* 

A share or stockholder is entitled in proportion to his holding 
to a proportion in the fund distributable on the dissolution of a 
company. He has a right to claim registration of a share or of stock 
purchased or acquired by him, unless the company can show insol- 
vency in the case of uncalled capital, or other valid reasons, or unless 
by the deed, Act, charter, or articles of association the directors 
are authorised to use their discretion in accepting or refusing 
an incoming shareholder. This power to refuse transfer, how- 
ever, only applies in fact to the case where part only of the 
nominal value of a share has been paid up, or in the case of 
companies with imlimited liability. 

A shareholder is entitled to claim from the company in which 
he has shares, an acknowledgment or certificate of his holding ; 
that is, a share certificate or certificate of stock. 

In the management of a company a shareholder has personally 
no control. It is one of the characteristic features of a public 
company, that the management is left to a board or council, and a 
shareholder is hence relegated to a general meeting to exercise 
any right he may desire to put in force. Even the right of 
inspection of accounts is either prohibited by protective re- 
strictions, or altogether disallowed, as is the case in most of the 

large companies.t 

The remedies available to a shareholder for any wrong or 
grievance he has to complain of, are as a rule within the jurisdiction 
of the Chancery courts ; these remedies include a right to petition 
for a winding-up order where either the conduct of the business 
has been such as to justify an application to the court, or 

♦ Adley v. WhitstabU Oyster Co,^ 17 Ves. 315. 
t Lindley on Partnership, pp. io8, 666. 
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because the concern has not been paying a profit for some length 
of time. A petitioning shareholder in a company under the 1862, 
1867 Acts must have held his shares for at least six months 
during the eighteen months previous to the commencement of 
the winding up. (Joint Stock Companies Act, 1867 (s. 40).)* 



Section VII. — The Liabilities of Shareholders. 

The liabilities of a shareholder are principally confined to his 
engagement to pay calls on the share held by him, and to con- 
tribute, in the case of unlimited liability, rateably to discharge the 
debts of a company of which he is a member. His liability is 
governed by the. Acts under which the company to which he 
belongs has been established. Thus : 

1. The liability of a shareholder in a company created by 
letters patent depends on the terms of the charter or letters 
patent; the 7 Wm. 4 & i Vict c. 73, ss. 4 and 29, empower the 
Crown to limit the liability to the nominal value of a share. 

2. In all railways and companies governed by the Companies 
Clauses Consolidation Act, the 8 & 9 Vict c. 16, the liability is 
limited to the nominal sum stated on a share, that is, a shareholder 
is liable only for his unpaid calls. 

3. As a rule, all banking companies, unless created under the 
1862, 1867 Acts, are unlimited. They are governed by the 
7 Geo. 4, c. 46. The rule of unlimited liability applies to 
nearly all companies established by some spedzd Act of Parlia- 
ment, with power to sue and be sued. Unlimited liability extends 
also to banking companies governed by the 7 & 8 Vict c. 113, 
and companies governed by the Joint Stock Registration Act 
(7 & 8 Vict c. no, s. 25). 

Companies with limited liabilities are those registered under 

* For information on this subject the reader is referred to Hodges on 
Railways, 6th ed. (1876) ; Shelford's Joint Stock Companies (1870) ; Buckley 
on the Law and Practice under the Companies Acts, 3rd ed. (1878). 

The remedies available to shareholders are dealt with by text-writers 
usually under the headings of rights and liabilities of shareholders ; winding-up 
proceedings. 
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the Joint Stock Companies Act, 1856 ; the Companies Acts of 
1862 and 1867. As regards the Act of 1856, and that of 1858 
(the 19 & 20 Vict c. 47, s. 61, and as to banking companies the 
21 & 22 Vict c 91), the liability of a shareholder is milimited 
unless specially stated to the contrary. 

TTu Duration of Liability, — The next question is that of dura- 
tion of liability. In the following companies the time during which 
a shareholder continues liable, subsequent to his having ceased 
to be a member,* is three years, namely: banks governed by 
the 7 Geo. 4, c 46, s. 13 ; companies under the Joint Stock 
Companies Registration Act, 7 & 8 Vict a no, s. 66 ; banking 
companies created under the 7 & 8 Vict a 113; companies 
under the Joint Stock Companies Act, i8s6.t 

Neither the Letters Patent Act, nor the Company Clauses 
Consolidation Act, contain any provision for continuing the 
liability of a shareholder after he has ceased to be a member. 

The limited liability Acts restrict the time to one year after the 
date of the removal of the name of member off the share register 
(19 & 20 Vict c. 47, s. 63). 

In all these cases Mr. Lindley | specially directs attention to 
the distinction between direct and indirect liability towards the 
creditors of a company ; for it may happen, and this is the most 
ordinary case, that a shareholder may be liable towards the 
creditors, and at the same time have a claim for contribution 
from present members, for the sums he is called upon to pay. 
Where the creditors have been satisfied, he may, but this rarely 
happens, also be held liable for contribution, as against the other 
members. 

The liability of a share or stockholder is, it must be repeated, 
restricted to his contribution towards the general fund to pay the 
debts of a company of which he is member. Whenever he has 
done this, he has fulfilled his engagement, and no claim for service, 

* Lindley, p. 382i 

t This Act extends the liability of a shareholder for debts contracted prior 
to his becoming a member. 

X Lindley on Partnership, p. 382. 
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attendance at meetings, or otherwise, can be made upon him ; he 
is at liberty to vote, or wholly to abstain from any action in all 
matters relating to the company. Several attempts have been 
made to make shareholders, who have paid up in full the calls on 
their shares in limited companies, liable for the expenses incurred 
in awinding-up, but these have invariably proved abortive. It is 
now established law that a member cannot be held responsible 
beyond the amount remaining unpaid on the share held by him.* 

Note. — The Companies Act, 1862, sect. 38, provides that the period 
of a year having elapsed since the date of the outgoing of a former holder, 
he shall be released from all further liability — ^this period of one year 
to be computed from the date of removal of the shareholder's name off 
the register, and the commencement of winding-up proceedings. An 
important question is that of the liability of the outgoing shareholder 
on the B list. And first, the liability of the outgoing shareholder in the 
B list is limited to the amount left unpaid by the incoming share- 
holder ; secondly, the debts owing at the time the B shareholder ceased 
to be a member, and remaining unpaid. All the A contributors must 
be exhausted prior to the B list being called upon to pay the balance 
remaining over and undischarged on their shares. 

The liability of a shareholder (s. 75, 1862 Act) is of the nature of a 
specialty debt His liability commences from the date of the contract 
making him a shareholder ; hence if unenforced for twenty years from 
the date of the order or resolution of liquidation, whether his name 
be on the A or B list, the statute will bar any claim against him. 
{Williams \, Harding, i Ho. Lo. 929.) 

The making of a call is only the mode of enforcement of a debt 
created by the act of a person who has taken upon himself to hold a 
share in a joint stock company. The debt arises from the moment 
that the holder's name appears on the register of shareholders, or from 
the date of his subscribing the memorandum of association or deed of 
incorporation. 

In regard to railway companies, it appears that a company can only 
proceed for impaid calls against a shareholder, that is, the person in 
whose name a share is registered ;t it is not sufHcient that the defendant 
was a subscriber. If a subscriber, the person sued must be proceeded 
against on the subscription contract. 

* The 7th section of the 1862 Act ; and see cases under this section in 
Buckley, p. 5, 3rd ed. 

t Hodges on Railways, p. 93 ; Wolverhampton and New Waterworks Co. v. 
Hawkesford^ 28 L. J., C. P. 242. 
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Section VIII. — Of the Transfer of Debentures, Bonds, 

AND Shares. 

The mode of transfer of a bond or debenture depends on the 
form of the instrument. Where it is to the order of a holder, or 
to bearer, and where the evident intention is to grant negotiability 
to the deed, it has been held to be a promissory note under seal 
and negotiable accordingly ;* and if made to bearer, or indorsed 
in blank, the security passes by delivery. Our courts of law have 
long been opposed to the negotiability of these instruments, but 
the constancy of commercial usage may be said to have prevailed. 
Where the transfer has to be made by deed, a stamp of 6^. per ;^ioo 
of the nominal value (Stamp Act, 1870) has to be paid. The 
most serious objection to a bond or debenture being regarded as 
an iicknowledgment of a debt and not negotiable, save by a 
transfer deed, is that such debt is liable to a set-ofF by the party 
issuing it ; that is, that equities attach.f 

Note. — In Hibblewhite v. McMorine^ 6 M. & W. 200, B. Parke 
pointed out that executing a transfer in blank was an attempt to make 
a deid transferable like a bill of exchange or Exchequer bill, which 
the law does not permit. 

A vendor who executes a transfer in blank may, it is thought, be 
estopped from denying the rights of a bona fide holder without notice. 
The rule of untransferability by a blank deed applies principally to 
companies governed by the Companies Clauses Act, but not to com- 
panies under the 1862 Act. By the 23rd section of that Act an agree- 
ment to become a member is of the essence of the contract ; no deed 
or formal document is required. {Davies* Case^ 33 L. T. 834, affirmed 
on appeal, 38 L. T. 147). 

The stamp on a transfer deed is by the custom of most Stock 

* Blakely Ordnance Co,, 35 L. T. ; but see Crauck v. Credit Fonder, L. R. 8 
Q. B, 374 ; Uiggs V. Northern Assam Tea Co,, L. R. 4 Ex. 355 ; see also 
the argument in the case of Agra and Masterman Bank v. Asiatic Banking 
Corporation^ L. R. 2 Ch. 391, 397. 

t Debentures and bonds are subject to equities, not being deemed 
negotiable in the strict sense of the word : South Blackpool Hotel Co,, ex parte 
James, L. R. 8 Eq. 225 ; though if by the very nature of the instrument it is 
intended they should be, the court will lend its aid : Agra and Masterman 
Bank, ex parte Asiatic Banking Corporation, L. R. 2 Ch. 391, 397. 
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Exchanges paid by the purchaser ; it is, however, as a rule the vendor's 
duty to prepare the transfer ; no absolute rule exists by which a vendor 
is compelled to obtain the assent of the board of directors of the 
company registering the transfer. 

The transfer of shares in joint stock companies gives rise to a 
multiplicity of conflicting questions. 

Thus the common practice of executing a blank transfer, duly 
stamped, and for this document to pass from hand to hand is fraught 
with peril And first the vendor, or prior holder whose name is on the 
register of shareholders is liable for calls. It has been held that he 
cannot recover from his purchaser, in the absence of an undertaking, 
implied or otherwise ;* he may hence be subject to heavy losses. 

In the case of shares or stock of a joint stock company^ the 
transfer must be by an instrument in writing. The Companies 
Clauses Consolidation Act requires the transfer to be made by 
deed (schedules D & E of the Act give the forms). In the case 
of companies with unlimited liability, or created by royal grant or 
letters patent, the transfer is also by deed, and as a rule the 
statutes specify the form required.t Companies created under 
the Companies Acts, 1862, 1867, may permit transfer in any form 
set forth in the articles of association ; the instrument may be 
under seal or under hand. 

By the 27th sect of the 1867 Act, fully paid share warrants may 
be issued. Where the payment on the shares is not in money, 
a contract has to be registered at the Joint Stock Companies 
Registration Office. A share warrant to bearer is subject to a 
duty of ii% on the nominal value of the share, which has to be 
paid by the company issuing the instrument 

In the case of Cost Book Mining Companies, provided a valid 
agreement of sale or transfer exists, a share passes by mere parol ; 
a letter transferring a share to a name in blank is deemed 
binding j J the rule laid down in the case of transfer of Cost Book 
Mining Companies shares, is that a court of equity will intervene 

♦ Shelford, vol ii. , Transfer of Shares ; Humble v. Langton^ 7 Mee. & W. 5 1 7. 

t The various articles of association contain forms of transfer, though a 
transfer may be made in any form ; but where this is complicated, a company 
may refuse to register the incoming shareholder. 

X Walker v. Barilett, 18 C. B. 845. 

C 
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and compel transfer where the intention to buy and sell can be 
shewn. 

Since the Judicature Act the rule of assignability of debts of 
choses in action has been greatly enlarged (1873 Act, s. 25, 
ss. 6), and it is apprehended that our courts will in future 
interpret favourably any contract for the assignment of rights, 
apart even from money claims. 

Where a transfer is to be made by deed, a blank transfer is 
wholly useless ; in law, ownership, even as between the vendor and 
purchaser, does not pass by this form of assignment, though equity 
will go behind the deed of transfer, and enforce an agreement to 
sell, and give effect to the contract by compelling transfer ; but 
this can only be between the immediate parties.* 

Section IX. — Scrip Certificates, Issue of. 

By long established custom scrip certificates, issued by a scrip 
company, have become transferable by delivery, and as a general 
practice they are made out to bearer. The passing of scrip to a 
third person does not, however, relieve the original applicant for 
shares of his liability to pay calls when his name has been once 
entered on the register of shareholders ; though he may have a 
claim against his purchaser for indemnity should he have to pay 
calls. To rendera scripholder liable, he must either have subscribed 
the articles of association or deed of incorporation, or have applied 
for shares, or have executed some written instrument warranting 
the company in placing his name on the register of shareholders, t 

In scrip companies the possession of a scrip certificate only 
entitles a holder to apply for and claim allotment of shares at 
some future time. If he, however, sells and transfers his scrip 
before his name is entered on the register of shareholders, he is 
not liable for payments on shares,t that is, he is not answerable 
for calls.§ 

* Where no binding agreement exists, equity will not enforce an agreement 
by directing transfer : Taylor v. Great Indian Peninsula Railway Co,, 4 De 

G. & J. 559. 
t New Brunswick and Canada Railway Co, v. Muggeridge^ 4 H. & N. 160. 
X Omerod^s Case^ L. R. 5 Eq. 1 19. 
§ Pollocky. Stables, 17 L. J., Q. B. 352. 
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An agreement in writing for the sale and purchase of scrip 
requires a sixpenny agreement stamp, even when the contract is 
signed by the purchaser. This agreement is not within the 
Stock Jobbing Act, 7 Geo. II. c. 8 (repealed by the 23 Vict. c. 28). 

In dealing in shares or scrip it must never be forgotten that 
the usages and customs of the Stock Exchange of the particular 
place where the transaction takes place (a broker being employed) 
are binding.* 

Section X. — Of the Sale of Bonds, Debentures, and of 
Shares and Stock in Public Companies. 

Sale of Debentures and Bonds, — ^A contract of sale must not be 
confounded with that of transfer. Bonds and debentures, like 
shares in a company, are not deemed chattels or goods, and sub- 
ject to the provisions of the 17th section of the Statute of Frauds ; 
hence a contract, though not reduced to writing, is enforceable ,*t 
mere parol will pass the title. Where the debenture or instrument 
is to bearer,'it]passes by delivery ; where to order, by indorsement. 
Where a deed of transfer is required, title only passes on this 
being executed. As regards the rights between the vendor and 
purchaser, the terms of the agreement, whether made by parol or 
in writing, constitute the foundation of any claim which may be 
sought to be enforced. 

A stockbroker has by usage an implied authority to comply 
with the regulations of the Stock Exchange of which he is a 
member, and as he, in law, acts as the principal, looking to his 
customer to indemnify him, he may bring an action for any loss 
sustained. f A parol authority suffices to render the principal 
liable for moneys expended by the broker employed by him. 

Sale of Shares, — The rule which governs debentures and bonds, 

including foreign stock, applies to shares and scrip. The contract 

« 

♦ Eustaces, Dublin Trunk Railway Co,^ L. R. 7 Ch. 134, 139 ; Shelford, 
Law of Railways, vol. ii., pp. 28, 29 ; Buckley, 155, 

t Humble v. Mitchell^ 1 1 A. & £. 205. The stamp duty on contract notes 
(23 & 24 Vict. c. Ill) is one penny, either impressed or a(Uiesive. 

X Sutton V. Totham, 10 A. & E. 27. Lindley on Part, vol. i., p. 601. 

C 2 
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of sale need not be reduced to writings though it is more prudent 
to do so ; as any variance between the numbers or description of 
the shares or scrip sold, or purported to be sold, and those upon 
which an action is brought, might prove fatal to the party seeking 
to enforce his rights.* Where the shares purporting to be sold 
do not exist at the time of the agreement of sale, the projected 
company never having been formed, a buyer has been held en- 
titled to recover back his purchase price.t 

The vendor of a share warrants that he will transfer, and where 
he fails in making transfer, the purchaser may rescind the contract 
and recover back the purchase money paid. 

The theory of sale in market overt, as in the case in Holland and 
Belgium, does not apply to shares to bearer (share warrants) ; they 
are negotiable either in the Stock Exchange or by private contract, 
and pass absolutely by delivery ; the same rule applies to scrip 
and foreign stock generally. J 

Section XI. — Letters of Credit, Circular Notes, Deposit 
Notes, Orders, or Undertakings for the Delivery of 
Goods, Dock Warrants, Bills of Lading. 

As regards letters of credit, they have been held to bind the 
person issuing them though the name of the party addressed had 
not been inserted on the instrument. The question came before 
our courts in the case of the Agra and MastermarCs Bank^ ex 
parte Asiatic Banking Corporation^ L. R. 2 Ch. 391, the court 
holding that whatever might be the effect of the contract at law, a 
court of equity would give effect to it This ruling is in con- 
formity with the law on the continent, where what is termed an 
Aval is in common use. An Aval is a declaration in writing 
addressed to all the world that the person subscribing the Aval 
guarantees the payment of a specified draft or bill.§ An Aval 

♦ Ketnpson v. Saunders^ 4 Bing. 5. 

t Wilkinson v. Lloyd^ 7 Q. B. 27 ; but see the case of Stray 6* Russell^ 5 
Jur. N. S. 1295. 

\ Robarts v. Goodwin^ Ho. Lo. Cases, L, R. i App. Cass. 476. 

§ Story on Proitiissory Notes, ss. 454, 455. Nougier, Lettres de Change, 
torn, i., p. 311. 
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may be either written on the back of a bill, or it may be by a 
separate instrument; it is distinct from an indorsement, and par- 
takes essentially of the character of a guarantee. 

Deposit Notes have been held to be negotiable, but the intention 
must appear on the face of the instrument, that is, by the party 
acknowledging the receipt of the deposit moneys, otherwise 
equities attach, which was the case in the Albion Bank v. Cooper 
(W. N. 1874, p. no), where the defendant claimed to be entitled 
to set off sums due by the depositee, one Demetrio Pappa, to the 
bank. The Judicature Act, section 25, has greatly facilitated 
assignments, permitting the assignee to sue in his own name; 
nevertheless, the depositee may, prior to notice being given, set 
up counter claims, that is, equities attach. 

Warehousekeeper^ Certificates^ Dock Warrants^ India Warrants* 
may be rendered negotiable, if made to order or bearer ; the 
custom being to indorse in blank where these instruments are to 
bearer, if indorsed in blank they pass by delivery. In the case 
of Warehousekeeper^ CertificcUes, attornment is necessary, that is, 
the warehouseman must have notice of the assignment, and either 
by direct consent or implication have agreed to hold the goods for 
account of the assignee, the transferee.t This constitutes the 
essential differences between these documents and a bill of lading, 
the latter only requiring indorsement to pass the property. 

A curious document, known commercially as " the Iron Delivery 
Note," is much in use m the north of England ; the maker of 
this note promises to deliver to the holder of the note a certain 
number of tons (usually 1000 tons) from and after a given day ; 
the form adopted is as follows : 

I promise to deliver 1000 tons of iron, when required after the 

next, to the party lodging this document with me. 

Our courts have, however, refused to recognise the negotiability 

♦ Factors Acts, 4 Geo. IV. c. 83 ; 6 Geo. IV. c. 94 ; andS & 6 VicL c. 39 ; 
the 4th sect, of the last Act uses the words : ** either by indorsement or delivery." 
t Farina v. Home, 16 M. & W. 119. 
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of these documents, though it is thought that by varying the form 
a transferable document might be created. 

By the i8 & 19 Vict c. in, a bill of lading is made negotiable 
by indorsement, and its indorsement and delivery absolutely 
transfers the property in the goods represented by it to the in- 
dorsee or person to whom the goods are sold or transferred. 
This mode of transfer may, however, be interfered with by the 
vendor, where the goods have not been delivered to the buyer, 
and he, the buyer, has not parted with the bill of lading.* 

The law regarding bills of lading is one which requires grave 
consideration ; a number of conflicting rules present themselves 
the instant the codes of foreign countries are required to be con- 
sulted. It would, however, be foreign to the objects of this work 
to do more than allude to their general characteristics and negoti- 
ability.t 

* Stoppage in transitu, Benjamin on Sales, 697 ; Lickbarrow v. Mason ^ i 
Smith's L. C. 699. 

t The employment and negotiable character of bills of lading dates back 
to the 15th and i6th centuries. The indorsement to order being in common 
use in the middle of the i6th century (Goldschmidt, Handelsrecht, p. 663). 
The words ** to his assignes," being referred to in text-books of the early part 
of the 1 8th century. A bill of lading may be to order, or to bearer ; neither 
the German, English or American laws prescribe a special form ; the law of 
France is more rigorous, and directs a special form of indorsement as in the 
case of a bill of exchange. 

Note.— Goldschmidt, Handelsrecht, p. 787 at seq., gives a detailed 
account of instruments he describes as delivery agreements, called in 
France, "des contrats des marches k fili^res." The German Law 
(German Criminal Code, Art 301) recognises the negotiability of these 
instruments, provided the contract to deliver is for wares or securities 
which may be substituted, that is, for a class or species, such as, for 
example, 100 Qrts. Dantzig Wheat, or 100 French rentes. In trade these 
instruments are in common use ; hence the importance of determining 
whether the completing of the agreement can be made without specially 
designating the goods themselves. Where severance of the goods has 
taken place, this contract is assumed to contain an implied direction 
for delivery, and the goods pass to the purchaser. 
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Section XII. — Limitation of Actions, Prescription. 

The period of prescription, limitation of action on dividends and 
interest warrants, is six years ; that on the principal sum by a 
bond (under seal) is twenty years from due date. Where the 
statutes or articles of association give a shorter period of limita- 
tion for unclaimed dividends, a question may arise as to the 
binding effect of such a regulation as against third parties ; the 
weight of opinion favouring the view that the regulations stated 
in the articles of association or deed of incorporation govern 
intermediate parties only (dividend warrants partake of the character 
of an I.O.U.). When, however, a third person claims as pur- 
chaser, without notice, beyond doubt the six years, as regards 
interest or dividend, and coupons twenty years, if by a deed bond, 
will have to run off to bar right of action. As against the Crown 
no time runs. 



Section XIII. — Loss of an Instrument to Bearer, by 

Theft or otherwise. 

The continental practice of amortisation^ that is, the pronouncing 
a decree of annulment of a lost or destroyed bond, coupon, or 
share warrant to bearer, is unknown to the law of England ; and 
unless the deed of incorporation, statutes, or articles of association 
provide for the case of the physical destruction of a bond, coupon, 
or share warrant to bearer, the law affords no remedy to relieve 
the party sustaining the loss, the rule observed as regards bank 
notes prevailing. 

As against a wrongful possessor, the owner of a lost or stolen 
instrument to bearer has his remedy, but not so against a boni 
fide purchaser or transferee.* The question often arises, more 
especially in trust estates, how to ear-mark securities, so as to 
prevent their negotiability, similar to the mode used to make a 
cheque unnegotiable.t It is quite certain that the mere marking 

* Robarts v. Goodwin^ L. R. i App. Cas. 476. 
t 39 & 40 Vict. c. 81 . 
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the name of the proprietor on the document itself will not suffice^ 
nor throw the burden of making inquiry on the purchaser. The 
system, as it is termed, of rendering an instrument unnegotiable 
in force in nearly all the continental states, is quite unknown in 
England ; the only analogous instance is that of inserting the 
name of the Governor of the Bank of England on a treasury bond, 
and converting by this means the sum represented by the treasury 
bond into a consolidated debt. Where the instrument is in blank 
the name of the holder may be inserted. In practice this right is 
rarely made use o£ Even the physical destruction of the instru- 
ment, the proof being ever so clear, does not entitle a holder to 
relief; the rigorous character of this rule is the more to be re- 
gretted^ as^ in the case of bills of exchange and promissory notes, 
the law allows, on finding security, the holder to claim payment.* 



Section XIV. — Mortgage or Security given or lodged 

TO SECURE the PAYMENT OF A BOND OR DEBENTURE. 

A common practice is to issue debenture bonds containing a 
clause generally charging the property personal and real of the 
grantor. No specific mortgage is in fact thereby created; the 
extreme right claimable is that of applying to a court of equity 
to have the mortgage or charge perfected, or in the event of 
liquidation to claim a priority over the assets of a company. 
In the case of railway companies only the tolls can be charged. 
Thef Railway Companies Security Act, 1866, section i, requires 
that a register be kept, a copy of such register or list to be filed 
every six months at the Registrar's office. The 1867 Act grants 
to holders of these securities a preference over judgment creditors 
and others. 

In issuing mortgage debentures care must be taken to ascertain 
that the borrowing power of a railway company has not been 
exhausted. J The Mortgage Debenture Act, 1855, provides for 

♦ 17 & 18 Vict. c. 125, s. 87. 

t Hodges on Railways, p. 133 ; Bryce on Ultra Vires, p. 279. 
X Jrviney, Union Bank of Australia^ 2 App. Cas. 364 
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the issue of mortgage debentures (amended by the 1870 Act). 
The precaution taken by the Act in compelling a company issuing 
these securities to have at least ;^i 00,000 paid-up capital, and 
the regulation as to appraisement of lands mortgaged, have lent to 
this class of securities a character of safety rarely enjoyed by 
debentures issued by companies. The debenture itself, under the 
provisions of the Act, constitutes a charge or mortgage on the real 
estate of the company, the mortgaging company being forbidden 
from selling or disposing of any property registered as property 
charged, unless proof of the payment of the debentures purporting 
to be thus secured, has been filed at the office of the Registrars. 
As regards railways, three classes of bonds are in use : 

1. Debenture bonds secured by a mortgage on the tolls of a 
company (the lands and rolling stock cannot be charged); 

2. Lloyd's bonds and ordinary specialty debts, which are in fact 
only acknowledgments of a debt under seal of a company ; and 3. 
Debenture stock. 

The difficulty in England (save in the case of companies under 
the above-named Acts) in securing debenture holders, to whom as 
a class real estate is intended to be mortgaged, is the im- 
possibility of making entry on a public register of the charge or 
mortgage. The Land Transfer Act,* and the prior Act entitled 
" the Act to faciUtate the title to and conveyance of real estate," 
though beneficial in their way, afford no assistance by registration 
of mortgage charges to secure a series of bonds which pass from 
hand to hand.* The Land Transfer Act i875,t it is true, 
provides the machinery for registration of incumbrances on 
registered freehold or leasehold land, but this implies that 
registration has been effected; unfortunately the pubhc have 
made but little use of the facilities afforded under this Act. 

To charge land or other property in all cases, either convey- 
ance or registration is necessary, but it appears that according to 

* In England, Land Registration Acts apply to Middlesex, Yorkshire, Hull. 
The Irish Acts being the 8 Anne, c. 2 ; 2 & 3 Wm. IV. c. 87 ; and 27 & 28 Vict. 
c. 76. 

t 38 & 39 Vict. c. 87 (rules December 1875). 



t 
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the view taken by our courts,* a debenture bond issued by a 
company purporting to charge the real and personal estate of the 
undertaking creates a preference over the assets of the company 
in the hands of a liquidator, whose legal character does not 
resemble that of assignee in bankruptcy. Our courts have even 
held that the " Order and disposition " clause of the Bankruptcy 
Acts does not extend to such a person who represents share- 
holders and creditors. A sheriff, however, it is thought, might 
seize and sell, unless stopped by liquidation proceedings : 
debentures thus worded do not take the property generally 
described out of the order and disposition of the mortgaging 
company, which may sell the land or charge it (if without notice) 
to a third party, the preference given only becoming available 
in the case of liquidation happening.! Whether the Supreme 
Court Judicature Act, 1875, c. 77, s. 10, has altered this rule is an 
open question. This rule provides that on the winding-up of any 
company under the Companies Acts, 1862, 1867, the same 
rules shall prevail as regards secured and unsecured creditors 
as to the creditors of persons adjudged bankrupt under thcJ 
1869 Act. 

In any event, an investor ought not to trust to the general 
wording charging the property of a company, but, to make his 
investment secure, he ought to require that the property intended 
to be mortgaged be conveyed to trustees in trust to secure 
the principal sum and interest represented by the mortgage 
debenture. 

* In re Marine Mansions Co,j L. R. 4 Eq, 601 ; In re Panama <Sr» New 
Zealand dr» Australian Royal Mail Co,^ L. R. 5 Ch. p. 318 (the word " under- 
taking " was held to comprise all the property of the company) ; Strand Music 
IIallCo.y 3 De Gex, Jones & S. p. 147. 

t The question of the effect of the loth sect, of 1875 Act came before the 
Court of Chancery in the case of Re Stockton Iron and Furnace Co, (40 L. T. 
R., N.S., 19), V..-C. Bacon holding that as regards a set-off of a debt against 
calls on shares the section did not apply. Whilst in the case of In re Crumlin 
Viaduct Works Co., (L. R. 1 1 Ch. Div. p. 755) the M. R. held that this section 
did apply to companies. 
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Section XV. — Remedies of Bondholders. 

A debenture or bondholder is a creditor,* and he is entitled to 
proceed against the company debtor, either by action or by 
petition for a winding-up; where property is. charged to secure 
the payment of his debt he is entitled to apply to the court for 
the appointmentf of a receiver. In the event of a compromise 
being agreed to by a statutable majority of bondholders and 
creditors he is deemed to be a creditor and bound under the 
provisions of the 1870 Act (The Joint Stock Companies 
Arrangement Act, 1870, 33 & 34 Vict c. 104.)$ 

By the 199th sect (1862 Act), railway companies are exempted 
from being wound up under the Companies Act ; though where 
the object was the construction principally of a dock, § or other 
undertaking, the court has entertained a winding-up petition. 

The Abandonment of Railways Act, || extends to Scotland. An 
application for an appointment of a receiver may be made to the 
commissioners of railways. (Board of Trade.) 

It has already been stated that a bondholder, seeking 
to have property realised which has been charged to secure a 
bond or debenture held by him, can only do so for himself and 
the co-holders of the same class of securities, and this by petition- 
ing the court to appoint a receiver. As a rule the right to ask 
for the appointment of a receiver excludes the right of petitioning 
for a winding-up order; for it may happen that the security 
sought to be realised will produce sufficient to discharge the debt. 

A majority of debenture holdersIF may compel a dissentient 
minority to accept a scheme of reconstruction and accept the 
value, at the time of making the arrangement, of the debentures 
held by them. 

* The Companies Act, 1862, s. 82. 
t For form of petition, see Daniel's Ch. Pr. 2289, 229a 
X Slater v. Darlaston Steel Co,, W. N. 1871, 139. 
§ Exmouth Dock Co,, L. R. 17 Eq. 181. 
II 13 & 14 Vict. c. 83. 
t Tunis Railway Co,, 30 L. T. 512. 
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Section XVI. — Remedies of Share and Stockholders. 

The position of a shareholder is very diflferent to that of a 
creditor ; he cannot claim a winding-up order as a matter of right, 
the court will look to the wishes of other shareholders and that of 
the creditors. To guard against vexatious proceedings the 40th 
sect, of the 1867 Act prohibits a petition being made, except 
by an original shareholder, or by a shareholder who has held his 
share or shares for at least six months prior to the date of the 
petition. 

The power which can be exercised by shareholders who think 
themselves aggrieved by the action taken by the directors of a 
company, is, as a rule, very limited, unless by a special resolution, 
and then only where the deed of incorporation or articles of 
association provide for a remedy, — it is all but impossible to 
remove a director before the expiration of his term of office.* 

A scripholder may petition for a winding-up order ; he is in fact 
treated as a shareholder, provided he submits to the court as a 
contributory, \ and agrees to pay calls if anyi 

Foreign Companies, — English courts have jurisdiction to wind 
up a foreign company, if the management of such company is in 
this country.J In the case of Bulkely v. Shutz, L. R. 3 P. C. 
764, the principle, however, was upheld that a company over 
whose shareholders the English legislature had no power could 
not be wound up by our courts. The practice of English courts 
in these cases is not as yet quite firmly established : much 
depending on the facts in each case and the views of individual 
judges. 

♦ Table A. Art. 65 (1862 Act). 

t Ormero<^5 Case, L. R. $ Bq. no; Liitle Hampton Steam Ship Co., 34 
Beav. 256. 

X Madrid and Valencia Railway Co,, 3 De G. & Sm. 127 ; In re Commercial 
Bank of India, L. R. 6 Eq. 517. 
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Section XVIL — Liquidation Proceedings. 

On the important question of the dissolution of joint stock 
companies, and its effect on share and stockholders, reference must 
be made to the text-books which deal with this subject. (Shelford's 
Joint Stock Companies 1870; Lindley on Partnership, 4th Ed. 
1878; Hodges on Railways, 6th Ed. 1876; Buckley on the 
Companies Acts, 1878.) In the case of an abortive company, 
which has never been formed, it is very doubtful whether it can be 
wound up even as an unregistered company with more than seven 
members (Imperial Anglo-German Banky 25 L. T. 895).* 

A company may be dissolved (if registered under the Companies 
Acts, 1862, 1867) either voluntarily, under the 129th section of the 
1862 Act, a resolution authorising such winding-up having been 
duly passed (sect 130) ; the winding-up resolution may be to 
carry out an amalgamation scheme; the court may impose a 
restriction of supervision by the court (sect. 147), or the dissolu- 
tion may be effected by the order of the court for a compulsory 
winding-up (sect. 79) ; in the latter case the application is in the 
form of a petition, if by a creditor, on a debt of 50/. and upwards. 

In the case of industrial and provident societies which are now 
regulated by the 39 & 40 Vict. c. 45 (the 1876 Act), these societies, 
under the 17 th section of that Act, may be wound up either by a 
resolution of the members in general meeting, or by the order of 
the court. The Building Societies Act (1874) (the 37 & 38 Vict 
c. 42, s. 4) provides that three fourths of the members present in 
general meeting may by resolution agree to wind up the company, 
or the court may, on a petition presented by an unpaid creditor for 
a sum of 50/. and upwards, direct a compulsory order. Whether 
mutual societies * can be made subject to a winding-up order is 
very doubtful. 

In the case of railway companies, the winding-up is regulated by 
the 13 & 14 Vict c. 83, amended by the 30th and 35th sections of 
the Companies Acts, 1867 (30 & 31 Vict c. 127), and the Railway 
Abandonment Act, 1869 (32 & 33 Vict c. 114). The request for 

* Merchants and Tradesman's Assurance Society^ L. R. 9 Eq. 694. 
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a winding-up order is by application to the Board of Trade of 
three-fifths of the number of the members of a company. 

A petition may be presented under the Companies Acts, 1862, 
1876 — I St, by the 'company; 2nd, by a creditor; 3rd, by a 
contributory ; 4th, by the Board of Trade on the application of 
certain persons interested (Act 1867, s. 32 ; Act of 1869, s. 4). 

Prior to the 1869 Act a creditor could not petition. {Re North 
Kent Railway Extension Co,y L.R. 8 Eq. 356.) 



Section XVIII. — Stamps. 

The Transfer of Bonds or Debenture Bonds, — By the 16 & 17 
Vict c. 59, s. 14, a stamp of three times the ad valorem duty* is 
impressed on a bond or mortgage to make it negotiable ; where this 
is done the transfer, by indorsementj^delivery or otherwise, of the 
security is exempted from any additional duty. The transfer of a 
bond or mortgage debenture is chargeable with the usual 6d. for 
each too/, on each transfer. This rule applies to foreign 
securities. 

As regards coupons, they are regarded as a mere I.O.U., an 
acknowledgment of a debt, and do not require to be stamped. 

Shares, — ^A contract for the sale of shares only needs a penny 
stamp (Stamp Act, 1870).! 

Transfers must be stamped with an ad valorem duty of 10s, per 
100/. Where the consideration is only nominal, then a 10s, deed 
stamp suffices. In the case of share warrants J a stamp duty of an 
amount treble that of the ad valorem stamp of 10s, per cent, has to 
be paid by the company issuing such. 

An agreement to transfer the shares of a foreign company 
requires an agreement stamp. The duty on debenture stock is 
2s, 6d, on every 100/. nominal value transferred. 

Letters of allotment, proxies, are stamped with a penny duty. 

* The duty on a mortgage, bond, debenture, is two shillings and sixpence 
per centum, 
t Stamp Act, 1870, 33 & 34 Vict. c. 97, ss. 71, 74. 

X Sect. 127. 
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CHAPTER II. 

THE FOREIGN LAW REGARDING BONDS, OBLIGA- 
TIONS, SHARES, SPRIP AND COUPONS. 

Section I. — Obligations, Bonds, different kinds of. 

The placing of obligations (debentures, bonds) by companies to 
raise capital to complete public works undertaken by them is of 
universal practice; to prevent abuse their issue is restricted by 
special laws in different countries. These instruments may be to 
bearer, which is the all but universal form,adopted on the continent, 
in the United States of America and South American States ; or 
in the name of a holder that is nominative, or to his order. The 
various governments of the continent have adopted the form of in- 
struments to bearer in issuing loans on the market. Thus in France, 
Rentes by the law of the 29th April, 1831, which, prior to that date, 
were nominative, and inscribed in the Grand Hire, were made ex- 
changeable for Hires au porteur^ with coupons for five years 
attached. Since that date the whole of the national debt of 
France is represented by Hires au porteur, the maximum and 
minimum sum of each bond or obligation varying according to 
the terms of the law authorising the issue.* 

Bons du Trdsor — Treasury Bonds — constitute a distinctive class 
of Government securities ; they are only promissory notes issued 

* Foreign Governments usually issue bonds to bearer redeemable at long 

periods, with twenty coupons attached carrying interest for ten years. The 

' periods of payment vary according to the law of each issue, but the usual 

period is 80 or 90 years, the redemption being effected by annual drawings. 

Fenn's Compendium of English and Foreign Funds, by R. L. Nash, 1876 Ed. 
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by a Goverament at short periods, varpng from three months to 
three years.* 

Napoleon III. caused the minimum amount of rentes to be 
reduced to five francs ; rentes are insaisissabie, that is, they cannot 
be attached, are free from taxes, and pass by dehvery. Bonds 
issued by municipalities and communes are likewise termed 
rentes. 

The Governments of Russia, Austria, Germany, the United 
States of America, &c., have invariably issued their loans in the 
form of obligations, or promises to pay the sum indicated at a 
given period, redeemable by annual drawings, with coupons 
affixed. 

Obligations {Bonds) issued by railway and other companies. — 
These securities do not vary much in form ; they partake of the 
nature of a promise to pay a sum stated on the instrument itself, 

♦ Contracts for the sale or delivery of foreign bonds, stock, certificates do 
not come under the 17th sect, of the Statute of Frauds, which section requires 
either part performance, or a contract in writing. Hezeltine v. Siggers^ 10 Ex. 
222. 

t The total value of Hires au porteur in France is estimated at 

;Cl,200,000,CX)0. 

Notes. — Exchequer Bonds are in reality unfunded debt, and run 
from three to six years. 

Exchequer Bills were originally issued A.D. 1695, as low as £^, 
carrying ^\ per cent, interest. 

The characteristic difference between funds and the above-named 
securities is, that in the case of funds the Government promises to pay 
interest only ; whilst as regard Exchequer Bonds, Bills, both principal 
and interest are repayable at given dates. As a rule the Colonial 
Government Debentures partake of the character of an Exchequer 
Bond, the capital being payable at a given time, only in longer 
periods, twenty to sixty years, and mostly by drawings. 

The characteristic feature of the United States loans is, that in most 
instances the Government has reserved the rights of redemption in 
periods varying from five to twenty years. 

The whole state debt is presented in bonds to bearer (Poor's Manual 
of American Railways). 
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and unless guaranteed by an hypothec,* or charge on the property 
or income of a company, do not confer any preference over other 
creditors. 

The authority to issue obligations is conferred by the statutes 
of a company, usually by sanction of a general meeting of share- 
holders ; but even where the statutes only grant to the board of 
administrators a general right to raise moneys on th6 property of 
a company, the issue of bonds is deemed legal, and binds the 
company as against third parties, unless some special law forbids 
their issue. The laws of most States, however, impose some 
restriction upon the issue of these securities : thus the Prussian 
law of railways t requires that the sanction of the Minister of 
Commerce be obtained, before bonds can be lawfully emitted; 
The law of France, in regard to railways, contains similar re- 
strictions j as a rule, governments impose conditions before per- 
mitting the issue of obligations, such as, that the capital of a 
company shall be subscribed, and in part paid up ; or that the 
railway or works to be charged shall be completed, or at least 
in part completed, prior to issue being made. J 

The German railway law does not recognise the issue df 
bonds proper. § Prioritdts obligationen entitle the holder to a 
preference over the assets of a railway company in the event of 

♦ De FolviUe (Titres au porteur) says : ** Toutes Societes, etc. peuvent 
emettre des obligations au porteur." Hypothecs or mortgages of landed 
estate in most all the States of Europe, those of the continents of the two 
Americas, and in most of the British colonies, require registration. 

t Code Civil, Arts. 2093, 2094, the French law makes mention of privileges 
et hypoth^ques ; the latter can only be acquired by inscription on the register 
of mortgages. The Italian Code concurs; Art 197 1. The holders of bonds 
of a first series, save in the case, perhaps, of a railway company, take pre- 
ferentially, provided the bonds of a subsequent series expressly state that a 
prior charge on the general assets of a company has been created. 

\ The laws of lath November 1823 and 22nd May 1858, require, as regards 
foreign bonds, that the duty shall be paid before their issue is allowed in 
France. The laws of 5 Juin 1850, and that of the 23 Jxiin 1857, regulate 
the stamp on foreign securities negotiated and sold in France. The recent 
stamp law of 25 Mai 1872, gives a tariff charge of 75 cts. on each titre of 50a 
francs, and 150 cts. on each of 1000 and 2000 francs, and so on. 

Redfidd, Railway Ijaws, vol. ii. pp. 507-514, 515, gives an excellent summary 
of the laws in the States of North America, on this right of issuing of bonds. 

§.K. preuss. Gesetz uber die Eisenbahnuntemehmung, 3d Nr. 1838, i. s. 6. 

D 
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liquidation, and to a fixed rate of interest, but not to sue a com- 
pany for the principal sum. These instruments resemble, in fact, 
our debenture stock.* 

In the absence of a special charge on the property of a 
company, it often becomes a matter of grave importance to 
ascertain the legal position of a bondholder in regard to his 
status, as against holders of bonds of prior or other series. The 
system of creating a first, second, or even third mortgage charge, 
such as is the common practice in the United States, is not in use 
on the continent of Europe. 

In Germany the holders of Prioritdts-Obligationen^ it matters 
not of from what date the issue may be computed, take equally 
in the event of liquidation ; the word Frioritdt^ or priority, referring 
only to a preference over shareholders. 



Section II. — Mortgages and Charges on Property to Secure 

Bonds and Debentures. 

It is unnecessary to consider the position of the holder of a 
mortgage bond issued by a private individual ; this class of 
security is rarely disposed of outside of the limits of the territory 
where the landed estate which has been mortgaged is situated ; 
thus much may be stated, that it has proved an all but insuperable 
difficulty to extend to an instrument to bearer, or otherwise 
negotiable, the rights of a mortgagee over the realty purported to 
be charged. Communal bonds, municipal bonds, which are issued 
in larger amounts, are paid away to foreign contractors, or pledged 
to bankers to raise the necessary capital for carrying out the 
undertakings, partake, in part, of an international character. In 
Germany, since the year 1787, instruments to bearer charging 
land, and the rates and revenues of communes or towns, have 
been in common use. To aid in remedying the legal difficulty 
felt by lawyers how to secure the bondholder, a theory has by 
law been adopted, namely, that the real estate charged for the 

* Renaud, Actiengesellschaften Prioritats-Obligationen, pp. 687, 688. 
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total amount of the authorised issue of obligations (mortgage 
debentures) is deemed in law answerable to secure bondholders. 
The more recently established Credit Vereine of Berlin and Dantzig 
enjoy this privilege (laws of 1857 and 1877). The same 
principle has been adopted by mortgage banks or companies, 
known in England as land mortgage companies.* 

The projected law (1879) o^ the German empire endeavours 
to consolidate into one system the • rules regulating mortgage 
debentures. In Austria, the law of the 24th April, 1874, requires 
that the mortgage amount be entered in a public register ; once 
entered, the mortgaging company can only dispose of the real 
estate mortgaged with the concurrence of the government office 
where the mortgage is entered. 

With jealous care the French law has extended to the holders 
of communal bonds (loi 6 Juillet r86o), a mortgage right over 
the rates and property charged. As a model of careful legislation, 
the decree of 28th February, 1852, under which the well-known 
Credit Foncier of France was established, merits special attention. 
The characteristic features of this society are, that it has the 
privilege of issuing to bearer mortgage bonds, the nominal sum 
of which equals the mortgage on the realty charged. Only one half 
the appraised value is allowed to be advanced. As regards the 
bond-holder, he is deemed a creditor of the society, and entitled 
to a payment in any event. 

The Belgian law (27th June, 1835), extends to the holder of a 
mortgage debenture a preferent right over the proceeds of sale of 
the real estate mortgaged, and a creditor's right over the assets of 
the society for any deficiency after the mortgaged property has 
been sold. 

With strange inconsistency, in Holland a right of priority over 
the proceeds of sale of the mortgaged property is not conceded 
to a bondholder ; in fact, he only ranks as an ordinary creditor, 
the difficulty of registering a mortgage on real estate to an un- 
known creditor proving insuperable. The only course open is 
to mortgage the landed estate, railway, or other property to 

* The Land Mortgage Compatiies Acts. 1865 and 1870^ 

D 3 
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trustees, following the practice common in the United States of 
America. The difficulty, however, arises how to charge a con- 
cession, the right of way and eminent domain ; the franchise of 
railway, or a canal company. 

The effect of a charge or mortgage on the lands, rolling stock 
and effects of a railway company, has become a matter of grave 
interest to investors. As already named, according to the law 
of Germany, an obligation (prioritats obligation) by no means 
secures to a bondholder a charge on the property of a railway^ 
even in the case of the liquidation of a company ; and it is even 
doubtful whether priorities may be successfully sustained by the 
holders of a first series obligations,* as against later privileged 
creditors. 

The practice in the United States of America varies almost in 
every State, and the law as it now stands is ill-defined and un- 
certain. In practice the whole line of railroad is mortgaged to 
trustees, who issue the debenture bonds, countersigned by the 
duly appointed officers of the borrowing company. 

America, — ^The practice in the United States is to create 
successive liens, in order to issue first, second, third, etc., mort- 
gage bonds. No government authority is needed to enable a 
railway company to create a mortgage charge on its property, 
road-bed and superstructure. Where a public register of mort- 
gages of railways is kept, entry is necessary, and constructive 
notice of such entry attaches to all outsiders. 

The remedies of bondholders and mortgagees is by sale and 
foreclosure. Foreclosure is dependent on the wording of the 
deed of mortgjige implying the right of foreclosure. 

The practice is to appoint a receiver, who holds the property, 
income, or, in the event of sale, proceeds according to the priorities 
of legal and equitable liens. In the United States the great 
struggle is for the appointment of a receiver in all cases where a 
railway has become embarrassed. Should the first mortgagees 

♦ A complete change is now contemplated by the German Government ; a 
law has been submitted to the Reichstag to make the necessary alterations 
(3rd April, 1879). 
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hesitate, the second mortgagees may step in and secure the 
control of the receivership. The system of issuing different scries 
of bond has given to the question of priorities a character of 
exceptional importance.* 

The /aw of France lesejxihles in part that recognised in Great 
Britain. The railroad superstructure and rolling stock are deemed 
exfra commerdum; they are beyond the reach of a judgment 
creditor, and cannot even be dealt with by voluntary sale. The 
other property of a railway is held to be in commercio. The 
system of supervision by railway commissioners (decree 1 7 Juin 
1854), and the rigorous adherence to the practice not to allow 
obUgations to be issued until the hne of road has been constructed, 
at all events a working section, has given to this class of security 
in France an exceptional character of soUdity. In the case of 
dissolution, creditors are represented by an administrative 
sequestrator, who protects their rights. Strange enough to say, no 
special law exists regulating the position of creditors inter sese^ 
and hence the importance of ascertaining the terms of the issue of 
each series of obligations. 

The Austrian law of the 19th May, 1874, is perhaps the 
most complete in regard to securing the rights of bondholders, 
A railroad under this law may be divided into sections ; each 
section is entered on a register of real estate, and may be separately 
mortgaged (but only as a totality). In case of liquidation, questions 
often arise as to priority of charges over the rolling stock of a 
company. In the working of this law a difficulty has arisen as to 
the division of a line of road into sections, where the statutes or 
concession make no provision for such a partition, 

♦ There is hardly any security more doubted, and justly so, than that of an 
American railway bond ; the losses incurred by the public are to a great 
extent attributable to the uncertainty of the law. Redfield on the Law of Rail- 
ways, voL ii., pp. 363, 693, 514. In the case of a mortgage of an American 
railway, the real difficulty is that of the mortgage of the franchise. The 
authorities are by no means clear on this point, the weight of opinion being 
that, unless the State sanctions the mortgage, or the Act of the L^slature 
incorporating a company specially provides for this, that a railway company 
cannot charge the franchise ; and without this right a mortgage is practically 
useless. 
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In its main features the Hungarian law of the 7th April, 1868, 
concurs with that of Austria. Independent action by the bond- 
holders in either State cannot be taken. In the event of 
insolvency of the company a sequestrator is appointed. 

The Italian law regarding railways resembles that in force in 
France, with the exception of Lombardy, where the Austrian 
system has to a certain extent become recognised. 

The most unsatisfactory position of bondholders is perhaps in 
Russia. No hypothec or mortgage is allowed to take eflfect where 
its enforcement in any way interferes with the working of a 
railroad, in other words, the road, superstructure, rolling stock 
and plant are deemed extra commercium. The crude state of the 
Russian law, the all but insuperable difficulty presented in pro- 
ceeding against a railway company, has exposed the Russian 
railway securities to the charge of being unsatisfactory as a 
channel of investment of capital. 

The Swiss law of the 24th June, 1874, regulating the mortgaging 
of a railway, is perhaps the best considered and most practical of 
the different systems which have been adopted. And first, this 
law permits the parcelling out of a railroad into sections ; each 
portion as a totality is entered on the register of real estates. 
In the event of a railway company going into liquidation, the 
law provides for the sale of the road ; subject to the reservation 
of incoming purchasers keeping the line in working order, that is, 
the traffic must not be interrupted, an absolute power of sale 
is granted. As regards the rolling stock and other movable 
property, in the case where a section or portion of the road has 
been mortgaged, an apportionment is made. 

It will be observed that the railroad (bed and superstructure) 
itself, and all necessary plant and material, are deemed extra 
commerciuniy and in this respect the law concurs with that of 
France, Austria, etc. 

Sweden^ Norway^ Denmark. — In regard to railway securities, 
the laws of the Scandinavian kingdoms have been formed on the 
model of the German system, and both in their nature of the 
charge they confer (in case of mortgage bonds), the form of 
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obligations and shares, and their transferability, and the rights 
enjoyed by a holder, the codes of these countries have adopted 
the German system. 

Section III. — ^The Foreign Law in regard to Shares. 

A share (actie, action, azione, accion), as known to the law of 
England, is a part of the fund contributed by a coadventurer in a 
common undertaking, and in this definition the laws of the various 
States of Europe, and those of the United States of America 
concur ; it is, however, when the details are grappled with, that 
conflicting notions have created a great diversity in the law. 

According to the laws of nearly all the European States, before 
a company in shares can claim to be registered, it is necessary that 
the capital of a company should be reasonably commensurate with 
the objects for which it has been created ; and that shares be boni 
fide subscribed for, and that at least lo per cent, according to the 
German law be paid into* the common fundf upon such shares. 

The shares thus subscribed to entitle a company to claim 
registration are termed: actions de fondation, " stammactien,*' 
these constituting the foundation capital, grund capital,t kapitaal 
der vemootschap.J The Code de Commerce § agrees with 
that of Germany, and requires that "/<? capital de fondation'' be 
subscribed. 1 1 

From what has been stated, it is evident that in erecting a 
company in any of the States of continental Europe, those who 
undertake to do so have carefully to consider what the practice in 
each country is. This question often arises where an English 
company seeks to register an affiliated company in a foreign State, 

* Renaud, p. 66. The loi 1862, regarding Socidt^s limitees, required 25 
per cent, payment on shares. 

t The German Law, Art. 209. 

X Dutch Commercial Code, Art. 40. 

§ Code de Com. Art. 34. The Spanish and Italian joint stock company law 
agrees with the Code de Commerce in requiring that the foundation capital of 
a company be subscribed, and at least 10 per cent, paid up before registration 
is allowed. 

I The Spanish and the Italian Codes concur. 
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with the intention of providing the capital out of the funds of the 
home company. 



pECTioN IV, — Different Classes or Kinds of Shares. 

The next question to be considered is that of the different kinds 
of shares usually recognised by the continental systems. And first 
these are : — 

The original shares, Actions de capital^ Grundactien^ Stammadien, 
Shares originally subscribed, ordinary shares. These may be sub- 
divided into : 

a. Preference shares, PrioritdtsStammactien^ actions privil^gides. 

b. Ordinary shares. 

2. Actions h'enkficiaires^ entitling the holder to share in the 
profits in consideration of services, or value, other than money, 
rendered ot given. 

3. Actions industrielleSy Industrie- Actien^ where the considera- 
tion is some future service to be performed, usually only entitling 
the holder of such shares to participate in the profits, but not 
in the capital fund of a company in case of dissolution. 

4. Actions de jouissatuCy Ge^uss-Actien, entitling to a share in 
the profits, and usually subject tp priorities in regard to the 
capital fund of the company. In practice these shares are issued 
in lieu of shares which have been amortised, that is, redeemed 
or annulled shares. 

5. Actions gratuiteSy de fondation^ issued to the promoters, the 
fondateurs of a company. The issue of these shares must be in 
strict conformity with the statutes. 

6. Actions payantes, upon which copsidpration other than money 
has been given. 

7. Guaranteed shares; ctctions r^ntiires on which an* annual 
dividend is guaranteed by a governpient, such as is the case with 
the Russian and many of the foreign railways,* our Indian rail- 
ways, or guaranteed by some third party, usually anotlier railway 
company. 

* Troplong, No. ^32, 133. 
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Grafted upon the original issue of shares are preferent shares, 
actions priviligi^esy azioni privilegiatiy Prioritdts-Actien, which are 
clothed with special advantages^ dependent on the statutes of 
a company, where the capital issued is divided in two or more 
series, or on a resolution of a company lawfully authorising their 
emission. The validity of such shares rests on the legahty of the 
act creating them, both in regard to the powers reserved by a 
company and the law of the land where the issue is made, that is, 
the law of the business domicil or seat of a company. 

The shares of a company may be either in the name of a holder, 
that is nominative; to bearer,* au Porteur, Inhaber;*or to the 
order of a holder. In England only the two former forms of 
shares are known, shares to bearer, share warrants being subject to 
a heavy duty of li per cent on their nominal value. To escape this 
heavy tax, a custom has arisen of passing shares with a blank 
transfer from vendors to purchasers. The legality of such transfer 
may be questioned, both as being contrary to law, and as an 
evasion of the Stamp Act 

Section V. — Of the Transfer of Shares. 

Nominative shares, in which the name of the holder or owner 
is entered on the register of a company, pass or are transferred 
under the forms prescribed by the statutes of a company and 
conformably to the law of the country where the company has 
its seat or legal domicil The Code de Commerce provides : 
Art. 36 : — " Que la propriA^ des actions peut ^tre ^tablie par une 
inscription sur les registres de la sociAd" 

An instrument (" declaration de transfert ") of transfer, signed 
by both vendor and purchaser, transferor and transferee, must be 
lodged at the office of the company ; this becomes necessary, to 
render the incoming shareholder liable for calls, if any. The 
German Code, Arts. 223 and 183, concurs in this respect, so also 

* De Folville, p. 354, says : Shares to bearer may be issued by a Soci^te en 
Commandite (Art. 2, la loi 17 Juillet 1856), a Socidte anonyme (Art. 34, Code 
de Com.), a Societe civile. Des societes aux capitaox variables, societes 
cooperatives are forbidden to issue shares to bearer. 
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the Russian law' (Ukase a.d. 1836, Art 29), the Commercial Code 
of Holland, Art 42, the codes of Italy, Spain, and, in fact, the rule 
in all other countries, subject to modifications in matters of form, 
is the same in this respect 

The all but universal practice of issuing shares to bearer, 
after a certain amount has been paid up, varying from 40 per cent, 
to the full amount, according to the law of the country where the 
company has its domicil, has given to shares, actions Hires au 
porteur^ great importance. Shares in unlimited liability companies 
are all but unknown on the Continent ; the investing public on 
the Continent rarely taking shares save to bearer. 

Delivery to a boni fide holder untainted by notice of fraud or 
wrongful acquisition, is deemed to give him an incontestable 
right as against all the world. It hence becomes necessary to 
consider what delivery means, so as to complete title. The law 
regulating the transaction must necessarily be governed by that 
of the place where the parting of possession takes place ; the right 
to a share itself is absolutely transmuted by delivery. This con- 
stitutes the legal difference, even where the transfer is by indorse- 
ment in blank, between shares to bearer and the former : the final 
transfer can only be made by inscription on the register of the 
company of the incoming owner. 

To complete a transaction it suffices that the transferor shall 
intend to part with the possession, and the transferee accept the 
same with the intention of acquiring the property ; there must be 
both a traditio and the animus acquirendu The rules which apply 
to shares to bearer are equally applicable to scrip, interim certifi- 
cates, talons, and other intermediate instruments employed by 
financiers and bankers in the issue of share capital and loans on 
the markets. 

Note. — The question of negotiability is one which needs close at- 
tention, to vindicate, that is, recover a lost or stolen share certificate or 
obligation to bearer. The laws vary greatly in different States. In 
Holland, the owner may reclaim his property within three years, if the 
sale was not made on the stock exchange or by a banker, without 
making compensation to a boni fide holder. In Belgium the owner 
may in any event claim his property ; not so in France, Germany. 
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England, or the United States of America. In most all the con- 
tinental States, proceedings by what is termed amortisation are cus- 
tomary, that is, judicial proceedings calling upon the holder of a lost 
or stolen instrument to bearer to appear and defend his right to the 
security which has been denounced. After a certain lapse of time 
varying from six months to four years in Germany ; one year or two 
years, as the case may be, in France (loi 15 Juin 1872) ; in Austria, one 
year six weeks and three days for coupons, and three years for other 
instruments to bearer, the court pronounces a decree of amortisation, 
annulling the last document. In England the law has jealously 
guarded the rights of a bona fide holder, and the proceedings in 
amortisation are imknown. 

The effect of these proceedings is to suspend the negotiability of the 
security, in whosesoever hands it may be held after the time of public 
notification has expired. As the place where notice is given may be 
in some distant town, published in a foreign language, a purchaser 
who, buying in open market, is legally construed to have notice of the 
loss or theft, may, as not unfi-equently happens, acquire a valueless 
piece of paper. 

Indorsement — The common practice in nearly all the continental 
States is to effect the transfer of a share which is not to bearer by in- 
dorsement, the certificate being made out either to order or in blank. 
The Code de Commerce is silent;* long established custom has, 
however, engrafted on the French law this mode of transfer, 
which jurists and courts of law are agreed in giving validity to. 
The German Code, Art 223 combined with Art. 182, sanctions 
the passing of the property in a share or obligation by indorse- 
ment The law of Russia, the codes of Italy, Austria, Hungary, 
agree in this respect The English law wholly ignores in the 
case of shares this useful form of transfer. 

The last indorsee on a share certificate to order may claim 
from the company inscription of his name on the register of 
shareholders. To what extent a company which is required 
to inscribe the transfer, has a right to ask for evidence of the 
genuineness of the signatures of the several indorsees depends on 
the law of the place of domicil of a company. The law regulating 
the indorsement depends, however, necessarily on that of the 

* Troplong, Cont. de Societd, No. 146. 
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place * where the indorsement is made. The right of election, as 
in the case of recourse on a bill, does not apply in this instance. 
Ex jure cessio^ each successive indorsee oply has a right of claim 
against his indorsee or transferee, in cases where the title is im- 
perfect, but not against any prior indorsee. 

Very important consequences result from this rule of law 
rendering a share or bond negotiable by indorsement. The rules 
which regulate bills of exchange apply ,t and the question of the 
law of the place of indorsement hence arises. This law varies in 
different countries. Not only is it of importance to observe the 
form of indorsement, which for instance the Code de Commerce 
directs to be made in a given manner (thus a blank indorsement 
creates only a mandate), but the consideration, date, and name 
of the indorsee have to be inserted where the French law 
prevails. 

Another question of practical importance is that of the proof 
required by the company, before acknowledging the transfer of 
the share or bond, of the genuineness of the indorsements. The 
German law, and that of Zurich and Berne, relieve the company 
or holder from proving the genuineness of prior indorsements 
save the last The Code de Commerce is silent on this point, 
though the opinion of jurists favours the view taken by the 
German law.J A curious complication arises where a share is 
indorsed in blank (in bianco)^ and has passed hands in different 
countries. As already mentioned, in some countries bonds and 
shares to bearer cannot be issued without the sanction of the 
State ; and the question has arisen, Suppose this law is evaded by 
blank indorsement, would a holder be protected ? 

In dealing with foreign securities, the safest course for a pur- 
chaser is to take only instruments to bearer j in cases of negotiable 
instruments it may be doubted whether, in practice, a buyer can 
safeguard himself against the many complications which arise; 

♦ The German law only requires proof of signature of the name of the 
registered shareholder, and that of the last indorsee (Arts. 233 and 183). The 
Berne Code ; that of Zurich even exempt from requiring proof of the latter. 

t General Commercial Law of Germany, Arts, 223 and 182. 

X Troplong, Cont. de Societd, No. 146. 
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though as between the vendor and purchaser the property in and 
to the shar6 may pass, it by no means follows that the indorsee 
as against the company can claim de facto to be admitted as a 
shareholder, without having his name inscribed on the register of 
shares.* 

Section VI. — Coupons, Dividend Warrants, Interest 

Warrants. 

Coupons are acknowledgments of a debt, and pass by delivery; 
as already named, according to the English law they partake of the 
character of an I.O.U. According to the law of nearly all the con- 
tinental States,* and that of the United States of America, coupons 
are negotiable instruments enforceable Uke a promissory note, and 
pass by delivery. A coupon once due and severed from the original 
instrument acquires an independent legal existence, and may be 
regarded as a bank note, or promissory note payable on demand.t 

A distinction necessarily arises in regard to talons, or the series 
of coupons affixed to a bond, or obligation, and those affixed to a 
share certificate.} The interest payable on a bond or obligation 
is a fixed amount; whilst a dividend arising out of profits is 
necessarily variable and uncertain. Where a preferent dividend 
is provided for, this by no means implies a certain annual sum, 
but only indicates the displacement of another class or series of 
shares, and hence is uncertain. Where, however, the State or 
some third party, such as a railway company or a municipality, 
guarantees a fixed dividend, the coupon holder is entitled to look 
for satisfaction of his claim to this fund or to the guarantor. In 
how far one or more coupon holders may individually take legal 

* Renaud, d. Recht d. Actiongesellschaften, p. 367. 

t On this important question see Troplong, Contrat de Society, No. 146 ; 
and. Bedarride, Droit Comm., torn. I., No. 318, may be referred to with 
advantage. As to cases which have arisen in transfers by indorsement, see 
Renaud, p. 6. 

X General Commercial Code of Germany, Art. 217. Commercial Code of 
Holland, Art. 149. The Code de Commerce is silent, but the custom is 
universal of issuing coupons to bearer. Kent's Comm. vol. iii. Kuntze, s. 517, 
classifies coupons into three heads : ist. Dividends ; 2nd. Interest warrants ; 
3. Guaranteed dividends. 
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Steps to enforce their claims, depends upon whether the State or 
some private party is liable ; the law of the country where the 
debt has been created^ or the undertaking given, has also to 
be considered. Shares on which dividends are guaranteed are 
termed Actions renti^res* 

Nearly all the laws of continental States allow dividends to be 
paid out of capital during the construction of the works,t and 
even where no express enactment permits this, the usage of 
bankers and contractors, supported by customary law, has made 
this rule one of all but universal adoption. The instant, however, 
the works are completed, the pa3rment of a dividend out of 
capital is illegal, and if taken with notice may be recovered by the 
liquidators of a company from the person to whom it has been 
paid. It is even doubtful whether a fund may be set aside out of 
the capital of a company to insure a fixed rate for a dividend 
for a limited time. 



Section VII. — The Loss of Coupons. 

A very important question is that of the remedies available to an 
owner of coupons wjiich have been stolen or lost ; as these are 
invariably to bearer, they pass like bank notes, and are deemed 
irrecoverable in the hands of a boni fide holder. The French law 
(15 Juin, 5 Juillet 1872) allows the holder, after three years' notice 
of opposition and three years from date of maturity, to claim pay- 
ment from the party issuing the bond, or coupons. The courts of 
the United States of America have held that coupons are promis- 
sory notes to l)earer,J and pass by dehvery. Indeed, coupons, 
talons, Zinsscheine, Dividenden Scheine, as regards the rights of 
an owner who seeks to recover them in the hands of a third party, 
partake of all the characteristics of titres au porteur, and are 
ruled as to ownership by the same principles which govern the 
former. The practical difficulty in the case of a lost or stolen 
obligation, share, or coupon, is to determine the rights of a bon^ fide 

* Savary, Dictionnaire Univers. de commerce, m. Actions, 
t German G. Comm. Code, Art 2 17, 'Sub-art. 2. 
X Renaud, 388. Kent's Comm., vol, iii. p. 89, n. 2. 
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holder where the bond, share, or coupon has been rendered un. 
negotiable, the words rendering the instrument unnegotiable being 
only marked, or written across the principal instrument, but are not 
stamped on the coupon. 

In France, Austria, Holland, Belgium, and nearly all the 
German States, the amount of missing coupons is deducted from 
the bond in cases where these have been issued by the Govern- 
ment The Russian law affords no assistance to an owner who 
has lost his property, even in the case of satisfactory proof of the 
physical destruction of a coupon. 

Section VIII. — Of the Seizure or Attachment and Recovery 
OF Instruments to Bearer (Bonds and Shares). 

The German law (German Commercial Code, Art 307) only 
allows the owner of a lost or stolen instrument to bearer to recover 
his property as against a purchaser who has acquired it mala 
fides. The same rule holds good in England, in Austria, and the 
United States of America. In France, though the same principle 
is recognised, the 2279 and 2280 Arts, of the Code Civil, with a 
view of protecting the owner, make it necessary that the sale be 
made on the stock exchange, or by some duly authorised or 
recognised person ; that is, the sale must have been made by a 
stock- broker or banker. The law of Belgium, in the case of theft, 
protects the owner ; he is entitled to reclaim his property where 
and whensoever found 

In Holland, if sold in open market (on the stock exchange, by 
a banker), the owner may claim recovery on making compensation 
to a boni fide holder for the sum that he has paid for the security 
claimed. But if sold privately, he may follow his property without 
making good the price paid. 

The Russian law is similar to that in force in England, the only 
difference being in regard to talons. The loss of these may be 
announced in the public press, and after publication a buyer is 
assumed to have notice. 

With a view of aiding the person who has lost a security to 
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bearer either by theft, accident, etc, the laws of the different 
European States permit the conversion of an instrument to bearer 
into an instrument nominative. To effect this, the document must 
be surrendered with its coupons, if any, and the holder is then 
inscribed on the register of a company as owner of the share or 
bond thus converted. In the case of government bonds, and of 
obligations issued by a railway company, this conversion is not 
allowed, the only record kept being the numbered counterfoil in 
the hands of the office issuing these securities. 

The making or rendering bonds or shares to bearer or to order 
unnegotiable by the mere act of the holder of a security to bearer 
is permitted in Prussia (General Law of Prussia, § 48, Tit. 15, 
Part i) ; but unless the grantor of the bond or share to bearer, or 
order, likewise marks the instrument as unnegotiable, he or the 
company emittant need not pay any attention to the notice written 
on the face of the instrument In Bavaria no such right is 
recognised ; the law of Holland concurs in this respect, so also 
the English law. In Russia the rendering an instrument un- 
negotiable is not legally possible. In the case of some of the 
Government loans, such as the Stieglitz loan, the bonds are made 
out to Stieglitz & Co., and indorsed in blank ; by filling up the 
indorsement, the bond which formerly partook of the nature of 
an instrument to bearer becomes unnegotiable. 

The converting of instruments to bearer into instruments 
nominative is allowed by the law of France (provided the statutes 
of a company permit this), in Austria, Belgium, Germany, and 
most of the continental States. 

The reconversion of a security thus rendered unnegotiable, 
that is, from a nominative instrument to one to bearer, can, as an 
all but invariable rule, only be effected by the seal of the court, 
or registration office of the place of domicil of the company, 
being affixed, or stamped on the face! of the instrument itsel£ 

For practical purposes it would hardly be safe to take an 
instrument thus reconverted without inquiry. If any technical 
difficulty should arise as to the form of the rehabilitating clause, 
equities might arise and the security become imperilled. 
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Sechon IX. — Of the Loss of Bonds or Shares to Bearer. 

The loss of an instrument to bearer, which partakes essentially 
of the character of a negotiable paper, will in most instances 
involve the forfeiture of the property, itself. To guard against 
any hardship thus arising, most, of the laws of the continental 
States contain special provisions in the event of loss by theft, or 
by the physical destruction of a document 

The German law,* that of Austria, following the rule acknow- 
ledged in England and the United States, favours a boni fide 
holder who may maintain his right to the security purchased or 
acquired by him, whether sold on the stock exchange, or by 
private contract. In the principle of law thus established, the 
French system concurs jf l>ut to protect the owner, the law 
requires that the sale should be made on the stock exchange or 
by a banker.J Where this is not the case, the owner who has lost 
his security, or from whom it has been stolen, may reclaim his 
property without making compensation to the holder.§ To further 
protect the owner against losses by theft, the law of 1872 § specially 
provides for a process of notification in the Bulletin Officiel ; after 
the expiration of one year the proprietor may then claim payment 
(on lodging security) of the interest, or dividends, or of the 
principal sum (if the latter is due). After two years in the case 
of interest coupons or dividend coupons, and ten years in the 
case of the principal sum being claimed, the security lodged is 
released, provided no opposition has been lodged against the 
claim of the owner of the lost instrument 

The Belgian law, as already named, does not acknowledge 
ownership even in the hands of a boni fide holder in the case of 
a stolen bond, share, or coupon ; whilst in Holland a period of 
three years must elapse to bar the right of the owner* Where the 
purchase was made on the stock exchange, or in market overt, 

* General Commercial Code of Germany, Art. 307. 

t De Folville, * Titres au porteur/ p. 524, says : ** perte des titres, perte des 
droits." 
X Code Civil, Art. 2280. § Loi 1$ Juin 1872. 

£ 
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the owner can only claim his property in the latter country, on 
making compensation to the holder for the price he has paid. 

The Italian counts of appeal * have, following the decisions of 
the French courts, permitted the issue of duplicates, the de- 
mandant finding security and indemnifying the company granting 
a duplicate instrument against any claims. 

With the exception of some of the Swiss Cantons,! and minor 
States of Germany,} the rule of law favours the owner who has 
been deprived by physical destruction of his security. 

Holland. — No special law exists in regard to Hires auporteur. 
The 221 and 229 Arts, of the Commercial Code regulate questions 
regarding these instruments. (Law of the 30 Mai 1847, and 
2 Mai 185 1 as to the mode of application, to the Government in 
the case of destruction of an obligation to bearer.) 

On the question of lost bonds, shares, etc., the work of 
M. J. A. Levy of Amsterdam, 1862, may be consulted with 
advantage (Vergaeding van verloren Staatspapieren in Oostenryk 
en Nederland). 

Belgium, — ^Arr^t royal du 16 Juin 1868 : no amortisation or 
claim for issue of duplicates, or pa)rment, can be demanded unless 
satisfactory proof be furnished of the destruction of a bond or 
share certificate in the hands of a holder. 

Italy, — No special law exists in Italy regulating the position of 
the holder of a security to bearer; nothing analogous to the 
French law of the 15 Juin and 5 Juillet 1872 exists. These 
instruments are regarded as personal property, " la possession vaut 
titres," two years being allowed for reclaiming lost property, 
^2146 Art. C. Com.), whilst the French code gives a period of 
three years 

Portugal, — The 799 Art. of the Portuguese Code gives three 
years to bar tne right of owner, if acquired bon^ fide, but thirty 
years wheic the transmitter has stolen or wrongfully acquired the 

* Corte di appello, 28 Dec. i860. Giurisprudenza commerciale italiana 
(Ant. Cavari, vol. i. part 2, p. 150). 
t Zurich Civil Law, s. 1347. 
X Grand Duchy of Hess. Law, 20 July 1858. 
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security. These instruments are regarded as personal property ; no 
special law exists regulating dealings in them. The law regulating 
personal property rules too these securities. 

JRussia, — The time of prescription is ten years (Art 479 of the 
General Russian Code, Ukase 23 April, 1845). This time applies 
to movables and immovables. No special law regarding Hires au 
porteur exists ; they are deemed personal property, and regulated 
by the law regarding chattels. 

Denmarky Sweden^ Norway, — The rights of the owner of 
an instrument to bearer who has lost it, or in case of physical 
destruction, are not regulated in any of these countries by special 
laws. Prescription in Denmark is twenty years. In Sweden^ 
after twelve months from due date, a bill to order or bearer loses 
its character of an instrument to bearer ; the summary jurisdiction 
right expires. In all these countries instruments to bearer are 
regarded as movables, and their acquisition is regulated by the 
law applicable to these. 



Section X. — ^Amortisation, Annulment of a Bond, Share, 

OR Coupon to Bearer. 

The necessity of meeting the difficulty arising in case of the 
loss of a security to bearer has induced the legislature of nearly 
all the continental States to permit amortisation: that is, the 
cancellation of a lost bond or share certificate by means of judicial 
decree, accompanied by notice in the public papers. The practice 
in regard to these proceedings varies greatly in different countries, 
as also their immediate effect upon the security, upon which a 
court of law having jurisdiction is required to pronounce a decree 
of amortisation. The first question which arises is. Who are the 
parties to be considered ? And first, the grantor or debtor, that is, 
the party issuing the instrument (a share or a bond, obligation) ; 
secondly, the owner who has lost the security ; and thirdly, the 
boni fide purchaser. 

In England and in the United States of America the law does 
not provide for any means of annulling an instniment to bearer 
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by legal or other process ; the regulations in regard to the loss 
of a share or bond are, as a rule, contained in the statutes or 
deed of incorporation of a company. In the case of Treasury 
Bonds and similar instruments, the holder is all but remediless. 
On the Continent, however, the owner of a lost or stolen security 
to bearer may apply to the court of the place of the domicil of 
the party or company issuing the same, to have the document 
amortised. Thus in Germany,* the recent law which came into 
operation October ist, 1879, makes special provision for the mode 
of effecting amortisation ; the notices have to be published at the 
place of payment, or where none is named, at that of the domicil 
of the company or party issuing the security, the period of delay 
before a duplicate of a lost or destroyed document can be issued, 
varying from one to three years. In Austria the law resembles 
that in force in Germany; one year and six weeks for overdue 
bonds and coupons, and three years in the case of other in- 
struments to bearer, being the period fixed by law. The pro- 
ceedings in France are regulated by the law of the 15 Juin 1872, 
already referred to. 

The rule that, pending amortisation proceedings, the purchaser 
incurs the risk of the validity of the security bought by him, 
whilst after these have been completed, that is closed, the vendor 
takes the risk on the grounds of his having sold what legally did 
not exist at the time of sale, has entailed endless complications 
and protracted litigation. The danger of a conflict of rights is 
much increased where, as is the case in France, publication in 
the official journal (Bulletin Officiel) is deemed notice to all the 
world. 

In the course of a very few years these securities pass through 
many hands. Wrongful acquisition, theft, loss, or destruction by 
fire, at sea, etc., bring under the heading of amortisable securities 
property to a large extent It may be safely assumed that i per mille 
of these securities becomes lost, abstracted, destroyed, every year. 

♦ Judgment of the Superior Court of Appeal for Commercial Cases, V. 5, 
s. p. 234. The court, after considerable doubt, admitted the principle that 
instruments to bearer could be amortised. 
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This percentage annually increases, until finally the question 
must arise how to protect the public against the risk of purchasing 
annulled or amortised securities. The practical difficulty in con- 
sulting the register of lost or amortised bonds or shares is all 
but insuperable, and to have to apply for information to a company, 
or to a Government office before sale can be effected, would 
put an end to the value of these instruments as readily negotiable 
property, available at any moment for the purpose of raising loans 
and balancing accounts. 

In reference to bank notes, the rule of amortisation does not 
apply ; indeed, it would be hazardous in the extreme to interfere 
with the transferable character of a bank note, whether emitted by 
the state^ or by a private banking house or company. 

As regards the amortisation of coupons, it has been found to 
present an insuperable difficulty, as the cancelling indorsement or 
notice, or the conversion from a titre auporteur to a one nominative, 
is never marked on the coupon itsel£ Added to which, the 
common practice of severing the interest coupons from an obliga- 
tion has produced another difficulty, namely, that of determining 
who has the right of applying for duphcates, the owner of the 
bond or share, or the owner of the coupon ? The loss of a coupon 
as a rule involves the loss of the property itself. This principle 
holds good in England, the United States, in some of the German 
states (Saxony, Bavaria), in Russia j but even where amortisation 
is allowed, the difficulty of publishing the numbers and description ; 
the currency given to these instruments ; the severing of coupons 
from the parent bond or share, the confficting rights, and the 
nature of the evidence of acquisition required to be produced, 
have rendered it all but a necessity to disregard the rights of an 
owner who has by misfortune or carelessness lost a coupon. 

In commenting on this question, M. de FolviUe, p. 844, justly 
remarks that coupons must stand or fall with the parent instru- 
ment ; hence the extinguishment of the latter necessarily destroys 
the existence of the former. 



w 
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Section XI. — Payment in Foreign Parts. 

A fruitful source of difference is the question of the rule of law 
applicable to instruments to bearer, or nominative, in which several 
capitals in foreign countries are named as the places of payment of 
the principal, or of the interest, or dividend, the option of selecting 
one of the places being conceded to the holder. Suppose that 
subsequent to the date of issue the law of the place of performance, 
that is, where payment may be demanded, has changed ; is the 
holder, not being a subject of the state which has altered its laws, 
bound by the new law? On this point the appeal courts of 
Austria and Germany have already given conflicting judgments, 
,iD a case where the holders demanded pa3rment in gold, whilst 
the railway company which had issued the obligations insisted 
in paying in silver. 

Another point of difficulty is the following. Proceedings in 
amortisation, by the German and Austrian laws, have to be 
instituted in the courts of the place of performance. Suppose, 
however, at such place, as would be the case in London (England), 
amortisation proceedings could not be instituted, would the 
holder be remediless ? As the ultimate remedy in the case of 
default in payment would be against the company at the place 
where it has its domicil, the question arises whether the formalities 
to be observed before action can be brought are to be in 
accordance with the practice of the place of fulfilment, payment, 
or that of the business domicil of the company ? 

It would be fniitless to pursue this inquiry any further in this 
brief summary ; but we may be allowed to add that this question 
is far from being free from difficulties. 

« 

Section XII.— Rights and Remedies of Bond and 

Shareholders. 

In the case of suspension of payment and insolvency of a 
company which has issued obligations, any one bondholder 
may apply to the court for the appointment of a receiver, curator, 
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or liquidator. The law in nearly all the European countries 
gives power to the bondholders to appoint a committee of in- 
spection, which committee the liquidator or curator has to con- 
sult on all important matters. Thus the German law extends 
to mortgage creditors the special* privilege of appointing a 
committee of supervision, and a further right to the majority of 
binding the minority to a composition adopted in a duly con- 
vened meeting. 

An independent action of a single bondholder is not per- 
missible whenever the steps taken by him affect the rights of the 
whole body of bondholders ; where this is the case, he can only 
apply to the court for himself and for all others concerned, t 

The same rule which applies to creditors, namely, that any 
legal steps taken involving the capital fund of a company must be 
for the benefit of all others similarly placed, applies to share- 
holders. The practice, the law as to the steps to be taken 
to obtain a winding-up order from a court having competent 
jurisdiction, the right of annulling the concession granted by a 
Government, such as we find in all those countries where the 
sanction of the Government is needed in the first instance, the 
proceedings to bring about voluntary liquidation, vary in each 
country ; the procedure of each court is different, the rights of 
creditors and shareholders are defined by rules distinct in their 
character; indeed, to trace even in barest outline the principal 
features of the systems prevailing would require a separate 
treatise. It may hence suffice to refer the practitioner to the text- 
books on this question published in the country where the 
winding-up order is sought to be obtained, or where a creditor 
seeks to put in force his rights for recovery of his claim. The 
only practical question is. What steps can foreign bondholders, 
foreign shareholders take so as to control the property of a 
company in a foreign state ? 

As regards foreign Governments, it has been held over and 

♦ Law of Austria, 24th April, 1874. Law of Germany (amended), 5 Dec. 

1877. 
t Redfield, vol. ii., p. 501. Renaud, 783. 
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over again by the English courts* that creditors are powerless : 
the same principle is acknowledged by the courts of law of foreign 
states; but as concerns companies or corporate bodies holding 
property within the jurisdiction of a foreign tribunal, property so 
situated may be attached and made available to satisfy creditors. 
The English courts* will not entertain a petition for the winding- 
up of a company created by the laws of a foreign state, though 
the debt upon which a petition is founded was contracted in 
England, unless such company has a place of business and does 
business in England ; the same principle holds good in nearly all 
the foreign states. * 



Section XIII. — Conventions with Foreign States. 

In regard to joint stock companies, conventions have been 
entered into between Great Britain and the Governments of 
France, Belgium, Italy and Germany. Where no agreements 
have been made, the position of shareholders, and more especially 
directors and others whose names appear on bonds and other 
promises to pay, is far from being satisfactory. The well-known 
instance of the Cavour Canal Company, where a traveller being a 
shareholder was arrested at the instance of some of the creditors, 
may be cited as illustrating the danger of the position of a director 
or shareholder of a foreign company in a foreign state. 

♦ No attachment lies against the property of a foreign sovereign : Words- 
worth V. Queen of Spain ^ 20 L. J. R. Q. B. 488 ; nor can execution be issued 
against property of a foreign Government within the jurisdiction of English 
courts of law. In the case of any grievance against the British Government, 
the only course is by petition of right. Lush's Practice p. 5, 

Courts of equity have made orders for the winding-up of foreign companies 
where the principal business has been transacted in England : Madrid 6* 
Valencia R, Co, 3 De G. & Sm. 127 ; Peruvian Railway Co.y L. R. 2 Ch. 
617; Commercial Bank of Jndia^ L. R. 6 Eq. 517. A company, however, 
existing in a foreign country, cannot be brought under the control of an 
English court : Bulkely v. Schutz^ L. R. 3 P. C. 764. 
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Attachment of lost bonds, shares, and coupons, 47 

Aval, characteristics and law of, 20 

B. 

B List Shareholder, 15 

Bills of Lading, negotiable character of, 22 

Bondholder, rights and liabilities of, 10 

Bonds, definition of Lloyd's bonds, i 

Building Societies, 
provident benefit, 7 
acts governing these, 8 

c. 

Coupons, 

English law regarding, 19 

foreign law — Germany, United States of America, France, Holland, 

Austria, 45 
loss of, rights of owner, of holder, 46 

D. 

Debenture Holder, rights and liabilities of, 10 

Debenture Stock, Acts under which created, 4 

Debentures, 

definition of, 2 
land mortgage, 3 
how transferred, 16 

Deposit Notes, 20 

Dividend Warrants, id 
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Dividends, 

legal character of, lo 

when allowed to be paid out of capital, 46 

Dock Warrants, 20 

Duration of liability on shares, 14 



Exchequer Bills, 4 
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F. 



Fire Insurance Companies, 7 

Foreign Companies, jurisdiction over by English courts of law, 28 

Foreign Law, 

bonds, shares, scrip, coupons, 31 

rentes, bons du tr^sor, railway obligations, 32 

G. 

Guaranteed Shares, 8 

I. 

Indorsement of Shares, 

Germany, in France, Russia, Italy, 43 
rules regarding indorsement, 44 
proof of signature of holder, 44 

Industrial, provident and benefit building societies, 7 

Insurance Companies, Life and Fire, 
in joint stock companies in shares, 7 

,, „ „ where profits are shared, 7 

mutual assurance companies, 7 

Insurance, Marine, 7 

Interest, coupons, definition of, 10 

Iron Delivery Note, 21 

L. 

Leiters of Credit, character of, 20 

Life and Fire Insurance Companies, 7 

Limitation of Actions, 23 

Liquidation, 

proceedings in, 29 
railway companies, 29 
joint stock companies, 29 
petition by whom presented, 30 

Loss of an instrument to bearer, 23 

„ „ „ foreign law, 49 
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Mortgage to secure bond or debenture, 24 

Mortgage Land, mortgage debentures, practice and rules of, 25 

Mortgages, Charges, 

the Grerman law, French law, that of Belgian law, the Netherlands, 
United States of America, Austrian law, that of Switzerland, Italy, 
Sweden, 35, 36, 37 
remedies of bondholders, 36 

o. 

Obligations, 

prioritats, different kinds of, 33 
transfer by indorsement, by delivery, 43 

P. 

Payment of interest and principal in foreign countries, rules regarding, 54 
Preferent Shares, 8 
Prescription, period of, 23 

R. 

Recovery of lost bonds, shares, coupons, German, French, Dutch, Russian 
law, 47 

Remedies, 

available to bondholders, 27 
of share and stockholders, 28 

Rights 

of bondholders (English companies), 27 
shareholders (English companies), 28 

Rights and Liabilities 

of bondholders (foreign countries), 54 
of shareholders (foreign countries), 54 
against a government, 56 

S. 
Sale of Shares, 

purchase price, 19 

of bonds and debentures, 19 

rights of vendor and purchaser, 19 

Scrip, 

provisional certificates, 9 
certificates, pass by delivery, 18 

Shareholder, 

rights and liabilities of, 11 
remedies available, 12 



Co INDEX. 

Shareholder — continued, 

liability of companies under the older Acts, 13 
liability of companies under the railway Acts, 13 
liability of companies under limited liability Acts, 13 
liability of, duration of, 14 

Shares 

in English companies, 5 

in privileged companies, 5 

in chartered companies, 5 

in companies under letters patent, 6 

railway companies, 6 

joint stock companies, 1862, 1867 Acts, 6 

issued by banks, 6 

how transferred, 16 

in joint stock companies, 17 

in cost book or mining companies, 17 

guaranteed preferent, 8 

Shares in Foreign Companies, 
laws regulating these, 39 
different classes of, original, preference, 40 

actions ben^ficiaires, industrielles, de jouissance, gratuites, de fondation, 
payantes and guaranteed shares, renti^res, 40 

Share Warrant, 6 

Stock, same as shares, 6 

T. 
Theft of a bond or share, 23 

Transfer 

of shares of debentures, 16 

of shares by blank transfer, 16 

of cost book shares, 17 

of shares in foreign companies, 41 

Treasury Bonds, 4 

U. 

Un negotiable, rendering shares and bonds, and reconversion, 48 
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Warehouse Keepers* Certificate, 21 

Warrants, India dock, 21 
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